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Victorian Companies’ Bill 


A Bill to consolidate and amend the law relating to companies 
in Victoria was introduced into the Legislative Assembly by the 
Attorney-General, Mr. A. L. Bussau, on June 30, 1936. The Bill 
is a voluminous document, containing 583 clauses and 32 schedules, 
several of which are lengthy, and it has aroused considerable 
interest and no little controversy. At the second reading, the 
Attorney-General accepted a suggestion that a small special com- 
mittee of all parties should be appointed to consider it in detail. 

Since November, 1932, a joint committee, consisting of repre- 
sentatives of The Institute of Chartered Accountants in Australia, 
the Commonwealth Institute of Accountants, the Federal Institute 
of Accountants and The Australasian Institute of Secretaries has 
been considering desirable amendments to the Companies Act. 
Some time after its formation, the Joint Committee co-opted the 
services of two representatives of the Stock Exchange of Melbourne 
and of a solicitor with wide experience in company law. 

The Committee made an exhaustive examination, extending over 
a period of more than two-.and a half years, of the provisions of 
company legislation in England, New Zealand and the various 
States of the Commonwealth, and of authoritative criticisms of 
existing legislation in those countries. 

Rather more than a year ago, it submitted to the Attorney- 
General its recommendations, which had been officially adopted by 
the Councils of the four Institutes, and in the compilation of which 
about thirty leading accountants and secretaries, representative of 
all sections of the profession, had assisted. The recommendations 
and reasons therefor make up a report of considerable magnitude, 
which in itself stands witness to the vast amount of work which its 
preparation entailed on the members of the Joint Committee, and 
in particular on Mr. L. A. Schumer and Mr. C. W. Andersen, the 
President and the Secretary of the Committee respectively. 

In introducing the Bill, the Attorney-General paid a high tribute 
to the work of the Committee and the public spirit which its report 
manifested, and acknowledged the assistance which had thus been 
rendered to the Government in preparing a measure of such impor- 
tance to the business community. 

The Bill, as presented, incorporates many of the suggestions made 
on behalf of the accountancy bodies, and although some suggestions 
made by the Committee have not been included and several of the 
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clauses of the Bill were not recommended—and, indeed, are not 
supported—by the Committee, the Committee has expressed 
gratification at the use that has been made of its labours. 

In some quarters, there has been a tendency to criticise the work 
of the Committee and the impression has apparently been gained 
that, in the desire to prevent abuses, its recommendations went so 
far as to impose undesirable restrictions on legitimate business. 
Such criticism is, we believe, based upon a double misconception. 
The Committee is not responsible for certain provisions in the Bill 
which are regarded as needlessly harassing, and though certain 
of the amendments which it did sponsor are novel, they will be 
found, on close examination, to be based on good reason and to be 
no more burdensome than is desirable. Throughout its work, the 
Committee, consisting as it did of men with considerable experi- 
ence in the formation, management and winding-up of companies, 
had naturally in the foreground of its deliberations the desire to 
facilitate the working of the company form of business organization. 

The Committee is now continuing its work by making a careful 
study of the provisions of the Bill. When that is finished, it hopes 
to confer with other interested bodies, such as the Law Institute of 
Victoria and the Melbourne Chamber of Commerce, and to co- 
operate with them in assisting the Ministry to place on the Statute 
Book a Companies Act suited to modern business practices and 
adapted to Australian conditions. 





Financial Emergency Legislation in Western 
Australia 


At the instance of the Perth Chamber of Commerce, a Confer- 
ence of interested bodies, including the Commonwealth and Fed- 
eral Institutes of Accountants, was held recently to consider the 
question of approaching the Treasurer regarding the incidence 
of emergency taxation. 

It was contended by the Chamber that there was a sound case 
for reduction of the amount of the tax, in view of the fact that the 
amount collected for the financial year ended June 30, 1936, was 
greatly in excess of the amount budgeted for. Further, it was con- 
tended that, as the period of depression was passing, revenues were 
more buoyant and unemployment back to pre-depression levels, 
the taxes should be considerably reduced. 

At the initial meeting on June 30, after considerable discussion, 
it was resolved to refer the matter to a sub-committee, consisting 
of Messrs. R. Goyne Miller, J. S. Bartington and R. F. Rushton. 

The committee submitted its report on July 17, and their report 
evidenced that considerable effort had been expended in arriving 
at the conclusion which they submitted to the Conference, viz., 
to approach the Treasurer and suggest a reduction. 

The Conference adopted the report, and appointed the sub- 
committee as a deputation to wait on the Treasurer. 
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Tasmanian Companies Act 


AMENDMENTS TO REGULATIONS RELATING TO 
LICENSED AUDITORS 


Amended regulations for the Companies Auditors’ Board were 
gazetted on July 10, 1936. 

Provision is made for the examination of persons desiring to 
obtain licence, under Section 124 of the Companies Act 1920, to 
act as auditors. Candidates are to be examined in accountancy, 
auditing, company law and commercial law, and the scope of these 
subjects is to be defined in a syllabus to be issued by the Board, such 
syllabus to be obtainable upon application to the Registrar. 

By regulation 12, it is provided that any person who, but for 
the passing of the Companies Act 1935, would have been qualified 
at the date of these regulations to receive a licence, may, if applica- 
tion be made for that purpose within three months from the date of 
these regulations, be exempted by the Board from the examinations, 
and be deemed to have passed such examinations. 

A scale of fees for application for examination or re-examination, 
and for every licence is prescribed. Holders of licences should 
especially notice that an annual fee of £1/1/- is now prescribed. 

canines 





Melbourne Junior Chamber of Commerce 


The Melbourne Chamber of Commerce has formed The Mel- 
bourne Junior Chamber of Commerce, as an adjunct of and sub- 
sidiary to the Senior Chamber, with the object of providing an 
opportunity for young business men of initiative and ambition to 
meet together and to study matters of commercial, economic and 
educative interest. Application for membership may be made by 
any person, between the ages of 18 years and 35 years, who is 
engaged in commerce, trade, banking, insurance or professions. 
Further information and membership application forms may be 
obtained from the Secretary, The Melbourne Chamber of Com- 
merce, 35 William Street, Melbourne. 





Personal 


We extend our congratulations to Mr. J. D. Bell, F.F.1.a., a mem- 
ber of the Queensland State Board of the Federal Institute of 
Accountants, on his appointment by the Queensland Government 
as a member of the Royal Commission to investigate and report 
upon transport problems in that State. 

Mr. A. E. James, F.F.1.A., a member of the New South Wales 
State Board of the Federal Institute of Accountants, has been 
appointed Managing Director of Australian Securities Ltd. 

Mr. W. A. McGay, A.F.1.4., who has been accountant for A. W. 
Sandford & Co. Ltd., of Adelaide, for the past eighteen years, 
has been appointed a director of that Company. 
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Mr. A. J. Rew, of Adelaide, gained first place in the Com- 
monwealth in the final examinations in May last of the Federal 
Institute of Accountants. 

Mr. J. L. Rawlings, Chartered Accountant (Aust.), who has 
been associated with the firm of Joseph Kenna & Co., Chartered 
Accountants (Aust.) has been admitted into partnership in that 
firm. Mr. Rawlings will be the resident partner in Brisbane. 

Mr. S. E. A. Stirling, a.1.c.a., has been admitted into partner- 
ship by the firm of Priestley & Morris, Chartered Accountants 
(Aust.), Sydney. 

Mr. G. C. Wheatland, a.F.1.4., has entered into partnership with 
Mr. E. G. M. Phillips, F.c.a. (Aust). The firm will practise under 
the name of Phillips, Wheatland & Co. at 440 Little Collins Street, 
Melbourne. Mr. Phillips left Australia on July 21 for a six-months 
visit to America, where he will study Cost Accounting Systems 
and Production Control. 


Bankruptcy Section 


Edited by A. H. OutHwalre, F.c.A. (AUST.) 
1. “THE RULE IN CLAYTON’S CASE.” 


2. THE PRINCIPLE OF NON-INSISTENCE ON A RULE 
OF LAW OR EQUITY WHERE INSISTENCE 
WOULD PRODUCE AN UNJUST OR DISHONEST 
RESULT. 


The above rule and principle were both discussed in Re Richards 
(deceased) ; ex parte Lloyd, Official Recerver—Applicant, W. C. 
Angliss and Co. Ltd.—Respondent (A.B.C., Vol. 8, at p. 218). 

The rule and principle are not necessarily related to one 
another, but the facts of the case were such that both were 
involved in the judgment of his Honour Mr. Justice Lukin dis- 
missing the application of the Official Receiver. 

The facts of the case material to discussion of the rule and 
principle involved were, shortly, as follow :— 

Richards, a gyazier, had an account with Pitt, Son and Badgery 
Ltd. (the company), which, at date of his death, stood in debit 
£3,248. The account was guaranteed by Wm. Angliss and Co. 
Ltd. (Angliss), who had taken a mortgage over certain shares of 
Richards to secure the amount of the guarantee. After Richards’s 
death, the widow and son continued to carry on the business, the 
name of the account in the Company’s books was altered by adding 
the word (“deceased”), and the widow was later appointed 
administratrix of the estate. Meantime the Company continued 
financial transactions on behalf of the estate and in the course of 
these transactions sums amounting to £2,666 were credited to the 
estate account in the Company’s books. Subsequently Angliss, 
being called upon by the Company under his guarantee, paid the 
Company £2,192 in discharge of the estate’s indebtedness. Some 
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eight years later, Angliss realised his security and repaid himself 
the amount which he had paid to the Company under his guarantee. 
From an ordinary business standpoint this appears to have been 
a reasonable course of conduct, which was accompanied, as appears 
from the evidence, by every consideration for the widow and son 
and by none of the fabled attributes of the inexorable mortgagee. 
The Official Receiver, however, appears, in zealous pursuit of the 
interests of unsecured creditors of the estate, to have endeavoured 
by raising somewhat abstruse points of law to deprive the con- 
siderate or almost benignant mortgagee of “even that which was 
his.” 

Firstly, in support of his claim that Angliss should refund the 
sum of £1,370 to the estate, he contended that the Court had no 
jurisdiction except to order payment of that amount to him. His 
Honour settled that technicality by the following lucidly expressed 
determination of the matter: 

“T deal first with the question of jurisdiction. I am of opinion that, 
under the joint effect of ss. 25 and 155 of the Bankruptcy Act 1924-1933, 
this Court is empowered to carry out the administration of the deceased 
debtor’s Estate, and therein may make complete realisation and distribution 
and do complete justice in regard thereto.” 

Secondly, the Official Receiver put forward the somewhat 
remarkable contention that Angliss was in effect a claimant against 
the estate, and that being in possession of property of the estate, 
he must restore such property before the Court could allow him to 
be heard. As the Official Receiver was himself the applicant in 
these proceedings, it is difficult to follow the reasoning of his 
advisers in their endeavour to thrust upon a satisfied mortgagee the 
role of claimant of any kind and then invoke a rule of law adverse 
to such claimant. His Honour dealt summarily with that aspect of 
the matter as follows: 

“In support of an application that I should forthwith direct the respondent 
to pay the amount into Court, counsel for the Official Receiver relies upon 
a rule of practice which obtains in the Equity side of the Court, as shown in 
the case of Stevenson v. Marriott ( (1870) W.N. (Eng.) 112). That 
judgment lays down a rule that the Court will not allow any person who 
has property of an Estate in his hands to make any claim against the Estate 
until he has restored such property to the Estate. I do not think the case 
applicable. In my opinion it has not been established, but is assumed only, 
that the respondent here has property of the Estate. He is not making any 
claim against the Estate. He contends that he is resisting the claim made 
by the Official Receiver against him, as a secured creditor, who has properly 
exercised his rights as such against the Estate. The Official Receiver also 
relies on the case of The Official Assignee v. Goldstein ( (1921) 29 C.L.R. 
377), where, admittedly, the property in question was the property of the 
Official Assignee which had been improperly seized and held by the srespon- 
dent under a voidable bill of sale. I do not think that case applies.” 

Thirdly, the Official Receiver relied upon the Rule in Clayton’s 
Case. This Rule, which has stood the test of some 120 years of 
time, has, notwithstanding its antiquity, important bearing upon 
the determination of matters frequently arising in the administra- 
tion of estates to-day. The Rule may be shortly defined as follows: 
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“If there be a general account between the parties, and no appropriation 
of payments by debtor or creditor, the presumption is that the payments 
have been appropriated to the items in order of date. ‘The first item on the 
credit side is to be placed against the first item on the debit side.’ This 
presumption may be rebutted by evidence.” 


The Rule assumes great importance, for instance, in administer- 
ing the estate of a bankrupt who has improperly drawn upon a Bank 
Trust account containing funds held for two or more persons for 
the purpose of determining to whom belongs the balance at credit 
at date of sequestration. If the account has received the bankrupt’s 
own moneys as well as Trust funds, any withdrawals are charged 
first against the credits of his own funds on the presumption that 
the bankrupt to that extent did what was proper rather than what 
was wrong. Thereafter as between other parties, the Rule in 
Clayton’s Case applies, and in the absence of any rebutting evidence 
of the specific withdrawal of any particular credit, the moneys 
first paid in will be deemed to have been first drawn out, and so 
on in sequence until the title to the balance is ascertained. 

In this case, the Official Receiver sought to show that various 
sums paid to the credit of the estate account with the Company 
during the period subsequent to the death of Richards had, by 
application of the Rule, resulted in discharge of the original debt 
guaranteed by Angliss. His Honour refused to accept this conten- 
tion, his refusal being, broadly, on the ground that after the death 
of Richards there was no appropriation by the widow as to moneys 
paid to the credit of the account, and that the nature of the pay- 
ments was sufficient to justify the inference that the creditors 
appropriated them to post-mortem expenditure and thus negatived 
the presumed intention in Clayton’s Case. The following extract 
from the judgment dealing with this aspect of the matter is quoted: 


_ “But does Clayton’s Case apply here? Pitt, Son and Badgery’s account 
is one of which it may be said that, as to part of the debt therein shown, 
there are two distinct creditors holding their own securities as to the balance 
—one a principal creditor and the other a contingent surety creditor. After 
the death of Richards, other conflicting interests came into existence, viz., 
the rights of creditors before the death; the rights of creditors after the 
death ; the rights of Pitt, Son & Badgery; the rights of Angliss; the rights 
of the Administratrix to indemnity; and the rights of creditors to subrogate 
their claims to the’ Administratrix. 

“The applicability or inapplicability of the Rule to Richards’ ante-mortem 
account for debts presently, or in the future, payable, is immaterial. 

“TI do not think, however, that the rule is applicable, in the circumstances, 
to the debits and credits of the post-mortem account for, after the death, 
there was not, until the date of the grant of letters of administration on the 
4th November, any legal entity to make appropriation payments for the 
deceased debtor’s Estate. After that date the Administratrix did not take 
any action to appropriate other than that indicated in her letter of 18th 
February, 1926 (see supra), when she directed that £782/3/1, the proceeds 
of the 44 bales of wool, should be paid to Angliss. She did not repudiate 
any expenditure incurred by her in borrowing the money, as Administratrix 
de son tori, to enable her tu carry on the business and the realization of the 
deceased Estate so far as possible at that time. She apparently confirmed 
and adopted the account as being correct, and recognized the liability of the 
Estate, as in the account stated. 
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“If the Rule does not apply, then the Administratrix and the creditors— 
Pitt, Son & Badgery and Angliss— were warranted, primarily, in applying 
the credit obtained by carrying on the business, and by the realisation of 
the Estate, to the expenses incurred in doing so. One would have thought 
that was the natural, even if unexpressed, intention throughout of the 
Administratrix and these particular creditors, the entry of the items in 
Pitt, Son & Badgery’s account in the order entered notwithstanding. Does 
not their very nature, the asset having thereby been preserved as well as 
further assets created by incurring the expenses in question, in effect 
negative the presumed intention referred to in Clayton’s Case? In thus 
applying the credits, all the post-mortem debts would have been discharged, 
and the application of the balance of these credits would have reduced the 
£3,248/19/1 to the amount of £2,190, approximately, which, at the Adminis- 
tratrix’ request—see letter (supra) of 18th January—Angliss paid off. 
That balance of £2,192/10/4, being still part of the liability of £3,248/19/1 
at the death, would remain covered by the mortgage of shares to Angliss. 
The £2,190 was then transferred to the Angliss-Richards account. As pointed 
out above, the £2,192/10/4 was an ante-mortem debt of Richards, referred to 
in the account of 30th January, 1923, as a contingent debt due by the 
deceased to the Bank of New South Wales at Narrabri. Angliss paid it with 
a separate cheque at the time of closing the Pitt, Son & Badgery account. 

“The propriety of this course of procedure, and the correctness of the 
accounts furnished from time to time, were never questioned until after the 
realisation of the Angliss mortgage of the shares in June, 1934—more than 
eight years after.” 

After dealing with certain other aspects of the case, which, 
in His Honour’s judgment, rendered Angliss entitied to the benefit 
of his security even if the Rule in Clayton’s Case did apply, His 
Honour passed on to the principle referred to in heading No. 2 
above: 

“There is another ground on which I think that this application might 
well be dismissed, i.e., on the principle that the Court of Bankruptcy ‘ought 
not to allow its officer to insist upon a rule of law or equity in the adminis- 
tration of an Estate in bankruptcy under the control of the Court where 
such insistence would produce an unjust and dishonest result’: Jn re Thel- 
lusson ( (1919) 2 K.B. 735 at 756, per Duke, L.J.). The Official Receiver 
is not, in my opinion, entitled to any order in these proceedings. I dismiss 
his application. The Official Receiver will pay the respondent the costs of 
this application, add them to his own, and have them out of the Estate.” 

The principle referred to is one which should be widely known 
by trustees as a useful ground of application to the Court for 
directions in any case where insistence upon legal rights may 
appear to the trustee to transgress the bounds of ordinary business 
morality. The trustee’s first duty in the interests of the creditors 
is to avail himself of any advantages which the law confers upon 
him, and failure to do so may well involve him in personal liability 
to the estate. At the same time, cases of apparent conflict between 
strictly enforceable rights and the rules of fair dealing are by no 
means infrequent, and the principle referred to in this judgment 
provides justification for the trustee to apply to the Court for 
directions as to whether or not in the particular circumstances of 
the case, the trustee should stand upon the letter of the law. 


PENAL OFFENCES 


The conviction of bankrupts and imposition of terms of imprison- 
ment for offences under Part XIV are becoming the subject of 
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common report in the daily press. It is well for the commercial 
community that the business highwayman should realise that he 
must steer clear of the Bankruptcy Court if he is to escape the 
consequences of his raid. It is notoriously difficult to secure con- 
viction by a jury for even the most glaring of commercial crimes. 
The jury is confused by a plethora of books, accounts, documents 
and figures which their usually untrained minds cannot be expected 
to understand and by a red herring or so drawn by astute defending 
counsel across the trail of a swindle. The matter assumes a different 
complexion when the trained mind of a Judge accustomed to adjudi- 
cate upon commercial transactions is brought to bear upon the 
subject. The books, accounts and documents are plain reading, 
they tell a simple tale of innocence or guilt, and the herring, if let 
loose, makes no appeal. 

In Adelaide recently, one Carson, a bankrupt, was charged with 
having committed two offences. The first was under Section 210 
(1) (d), that he had obtained £27/7/- by fraudulently represent- 
ing to W. G. Fuller, a financier of hire purchase agreements, that 
he had sold a motor car for £56/19/10 and that a deposit of £20 
had been paid, whereas in fact the price was £36/19/10 and no 
deposit had been paid. The second charge was under Section 209 
(g), that he had failed to keep proper books of account in his 
business. It was pointed out in the June issue of this journal that 
this latter sub-Section is extraordinarily comprehensive, but that in 
practice its application is sought by trustees only in cases where 
the bankrupt’s offence had been the means of defeating one or more 
of his creditors. That such was the case in the present instance is 
apparent from the remarks of the presiding Judge when imposing 
a sentence of three months’ imprisonment and from the fact that 
three other charges were withdrawn. 

That His Honour, Mr. Justice Lukin, feels the responsibility 
of adjudicating in the penal jurisdiction of the Court upon a matter 
which has already been before him in some other connection is 
apparent from His Honour’s remarks in a case recently before 
him in Sydney, which is thus reported by the Sydney Morning 
Herald of June 20, 1936: 


“The provisions: of the Bankruptcy Act by which a Judge may sit in 
summary jurisdiction on a case which has been before him previously, were 
criticized by counsel in the Bankruptcy Court yesterday. 

“Mr. Justice Lukin said that if there were a second judge, he would 
undoubtedly not sit on such a case himself. The law, as it stood, however, 
had been copied from the English legislation, which went even further than 
the Australian Act. 

“The matter arose in the hearing of a compulsory application by the 
Official Receiver (Mr. Nette) for the discharge of Charles Elliott, of 
Hamilton, Newcastle, lately a storekeeper. The report of the Official 
Receiver set out that the estate was sequestrated on September 17, 1935. 
Liabilties were £322, and £61 had been realised There were a number 
of adverse facts. 

“Mr. Justice Lukin adjourned the application for a discharge sine dic, and 
intimated that he proposed to charge the bankrupt with certain offences 
under the Bankruptcy Act. 
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“Mr. Noel McIntosh (for the bankrupt) urged that trial should be before 
a jury. He said: ‘Your Honour has considered this case in an executive 
capacity in chambers, has considered it again in relation to this application 
for a discharge, and it is a manifest injustice for the bankrupt to be tried 
before your Honour in summary jurisdiction.’ 

“Mr. Justice Lukin: ‘I cannot allow you to say that. There is no injustice. 
You should get the legislature to alter the position. I wish it would. If 
there were another judge, I would certainly commit the bankrupt for trial 
before that other judge. I cannot get any other judge, and I think the 
matter ought to be dealt with summarily.’ 

“Mr. McIntosh: ‘I ask your Hoonur to note my objection.’ 

“His Honour ordered that the bankrupt should be charged with omission 
to keep proper books of account, with failure to furnish a complete and 
satisfactory account of his losses during the year preceding his bankruptcy, 
and with having contributed to his bankruptcy by gambling. 

“The matter was adjourned until July 20, the bankrupt being ordered to 


report twice weekly to the police.” 

It is to be hoped that, for reasons given in the opening paragraph 
above, no attempt will be made to alter the law as it now stands, 
for so long as the facts of the case are duly proved at the trial, it 
does not appear that the course of justice can possibly be affected 
by the mere fact that they have already come under notice of the 
trial Judge in some preliminary proceeding. 


THE CERTIFICATE OF DISCHARGE 


There is a tendency to regard the refusal of a certificate of 
discharge as a penalty which a bankrupt can bear with equanimity, 
the idea being that the bankrupt has only to change his name or 
carry on business in the name of his wife or other trusted nominee, 
and nothing will befall and none will be the wiser. 

The levity with which the penalty of refusal is said to be 
regarded is probably a good deal exaggerated, for a certificate of 
discharge constitutes in effect a re-birth of all contractual and 
proprietary rights which the bankrupt has lost by sequestration and 
without them he lives, or should live, in constant fear of possible 
attachment by the trustee of after acquired property, as to which 
the bankrupt can have no legal status as owner except to the extent 
allowed by the Act for the protection of persons dealing with him 
bona fide without knowledge of his bankruptcy. It is evident from 
reading the decisions upon applications for certificates of dis- 
charge that the Judges generally recognise the serious effect of 
refusal of a certificate upon a bankrupt’s prospects of re-establishing 
himself, and that they exercise a lenient discretion unless some 
serious misconduct of the bankrupt necessitates an adverse decision. 

A recent case of the latter kind was before His Honour, Mr. 
Justice Lukin, when one Christian Sander, ice cream and cheese 
manufacturer, applied for his certificate of discharge. The public 
examination, His Honour said, showed that the bankruptcy was 
a very unsatisfactory one. It appeared that the bankrupt had sent 
in false returns to avoid taxation, had falsified his books, did not 
disclose all his property and sent property to another State, 
swindled his employees, committed breaches of awards, and tore 
up books. The application was refused. 
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Having regard to the variety of Mr. Sander’s excursions from 
the path of rectitude, he can hardly complain that deprivation of 
the opportunity to make a fresh start on the same lines was a harsh 
exercise of judicial discretion. 


REVOCATION OF DISCHARGE 


A certificate of discharge does not necessarily mean permanent 
resurrection of the financially deceased, for the discharge may, 
under certain circumstances, be revoked by the Court, and in that 
case the bankrupt again becomes financially extinct, but without 
prejudice to the validity of bona fide transactions during the resur- 
rection period. The bankrupt is required by Section 119 (11) to 
give such assistance as the trustee may require in the realisation 
and distribution of such of his property as is vested in the trustee, 
and it must be borne in mind that the property so vesting includes 
“after acquired” property, that is, property which but for the 
bankruptcy would have vested in the bankrupt subsequently to the 
order of sequestration but before he obtains his discharge. The 
Section provides that if the bankrupt fails to give such assistance 
he is guilty of contempt, and the Court may, if it thinks fit, revoke 
the discharge. 

A case of this unusual kind was recently before His Honour, 
Mr. Justice Long Innes, in the matter of Mrs. P. C. Nabel, under 
Section 42 of the New South Wales Act of 1898, which is to the 
same effect as Section 119 (11) of the Federal Act. The follow- 
ing is an extract from a report of the case by the Sydney Morning 
Herald: 


“Mrs. Nabel’s estate was sequestrated in June, 1914. The assets passing 
into the hands of her official assignee realised £1/5/-. The proved debts 
amounted to £264. She obtained a discharge in June, 1926. In her applica- 
tion for discharge she stated that since sequestration of her estate she had 
not acquired any land or interest in any land under a will. In June, 1916, 
Robert Robertson, her grandfather, died, leaving a will by which he gave an 
interest in remainder in certain land to Mrs. Nabel. The life tenant died 
in 1933, and in the following year Mrs. Nabel realised her interest, and 
£625 passed to her from sale of the land. 

“Mrs. Nabel’s explanation now was that she did not know until after the 
death of the life tenant that she had any interest in remainder under the 
will, The money she had received was applied to discharging indebtedness 
incurred since her bankruptcy and to costs of living. There was corrobora- 
tive evidence of this. There was also evidence that £500 had been withdrawn 
from a bank account for such purpose within two days of being informed 
that the official assignee had become aware of her interest in the land at 
Penrith, and required particulars. 

“In the course of judgment His Honour said that the information 
demanded by the official assignee was at first refused but was subsequently 
offered subject to a condition that it should be supplied for purposes of a case 
to be submitted to counsel if the official assignee would consent. Discharged 
bankrupts and their legal advisers had no right to impose conditions to 
supplying information required by the official assignee for the purposes 
mentioned in Section 42. Consequently, he was of opinion that the applicant 
had made out his case—that it was a case in which the Court might, if it 
thought fit, revoke the discharge granted. It was also a case in which the 
Court might and probably would hold that the respondent had been guilty 
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of contempt. It was revocation, however, that was asked for, and his reason 
for not revoking the discharge was that he did not think any useful purpose 
would be achieved. Having come to the conclusion that no advantage 
would accrue to anybody by revoking the discharge he would say that 
he did not think fit to do so. 

“An order was made that Mrs. Nabel pay the official assignee’s costs 
of the application.” 





Realisation of the Security of a Bankrupt Debtor 


By H. McE. ScaMBLER, F.I.C.A., A.A.L.S. 

It is rarely that a bankrupt or assigned estate pays 20/- in the 
£, and it is therefore important for a partly secured creditor to 
minimise his loss by dealing with the security he holds in the best 
possible manner. 

Whatever the form of the security, the creditor must do one of 
the following things: 

(1) Realise his security and prove for the balance 

(2) Surrender his security for the general benefit of the 
creditors and prove for his whole debt. 

(3) Assess the value of his security and prove for the amount 
by which the debt exceeds the assessed value. 

(4) Rely on his security and not prove, which course is fol- 
lowed if the creditor is fully secured. He will then be 
excluded from all share in dividends declared, but he 
retains a right to come in and prove at any time during 
the administration, provided he does not interfere with 
the prior distribution of the estate among the creditors. 


The creditor is usually anxious to realise his security as soon as 
possible and, in most cases, the earlier the realisation the better. 
When the security is of such a nature that, apart from the bank- 
ruptcy of the debtor, the creditor could realise to satisfy his claim, 
Section 60 (3) of the Federal Bankruptcy Act expressly permits 
him still to do so. 

Once the security has been sold, the claim of the creditor against 
the estate can be finally determined and a proof of debt lodged 
with the Trustee, provided “the creditor satisfies the Court or the 
Trustee that the realisation has been effected in a bona fide and 
proper manner” (Rule 235). This provision makes it highly desir- 
able that the sale of any security, whether real property, or goods 
and chattels, should be adequately advertised and where possible 
made by public auction, or by the calling of tenders. Even then, 
a sale to the highest bidder at a price much below a reasonable esti- 
mate of the value might be held, in some circumstances, not to have 
been effected in a bona fide and proper manner. Such circum- 
stances might consist of bad weather on the day of the auction, 
with a poor attendance at the sale as a result. 

A creditor who wishes to exercise at auction the power of sale 
conferred on him by a mortgage over freehold property should 
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take care that the property is offered by him as mortgagee, and 
not solely by the Trustee. If he neglects this precaution, he will 
not have fulfilled an essential preliminary to selling privately as 
mortgagee at a later date. It is frequently possible to obtain by 
negotiation a better price than the highest bid at the auction sale. 
Before selling by private treaty, the creditor should ensure that 
he will be able to satisfy the trustee that reasonable efforts were 
made in good faith to secure the best price obtainable—in other 
words, that the realisation has been effected in a bona fide and 
proper manner. Property such as shares listed on the Stock 
Exchange may safely be sold at current market rates. In all 
cases, it is advisable to acquaint the trustee of the intention to sell 
and give him the opportunity of objecting if he so wishes. 

As the secured creditor all too frequently finds, the security 
he holds may not be easy of realisation. If he wishes to share in 
any dividends declared he must either surrender his security or 
assess its value and prove for the balance, the options numbered 
(2) and (3) above. Rule 225 says that “every creditor shall prove 
his debt as soon as may be after the making of a sequestration 
order or his acceptance of a composition, scheme of arrangement, 
deed of assignment or deed of arrangement,” but in practice there 
is frequently much delay in the lodgment of proofs by secured 
creditors, who prefer to wait until their security has been realised, 
or until notice of intention to declare a dividend has been given. 

Unless the security held were considered valueless, or of doubt- 
ful value and difficult to realise, it is unlikely that any creditor 
would be philanthropic enough to surrender his security for the 
general benefit of creditors However, if the debt forms the greater 
part of the liabilities of the debtor, difficulties of realisation may 
dispose the creditor to place upon the trustee in this way the 
responsibility of converting the security into cash. In such case, 
the proceeds of the security, subject to the priorities set forth in 
Section 84, will be distributed amongst all unsecured creditors in 
the form of a dividend. 

In a large proportion of instances, the creditor decides to value 
his security, and prove for the balance. When this is his intention, 
the creditor should be careful not to vote in respect of the whole 
debt, as he will then be considered to have elected to give up his 
security, unless the Court or the Registrar on application, is satis- 
fied that the omission to value has been caused by inadvertence. 
In assessing the value for purposes of proof it is important that the 
creditor should place upon the security what he considers to be a 
fair valuation. There is a natural tendency in creditors to make a 
low valuation so that a larger amount may be received in the form 
of dividends, but this may prove to react most adversely upon the 
creditor. Rule 238 (1) provides that the trustee may at any time 
redeem a security on payment to the creditor of the assessed value. 
If the trustee thereafter obtains a greater amount upon realisation 
than the redemption value, the excess forms part of the estate 
funds to be distributed for the benefit of creditors generally, with 
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the result that the creditor concerned loses by the pursuit of the 
very methods from which he hoped to profit. It is further stated 
by Rule 238 (2) that if the trustee is dissatisfied with the creditor’s 
valuation, he may require the property to be offered for sale. 
If the sale is by public auction, either the creditor, or the trustee 
on behalf of the estate, may bid or purchase. Purchase by the 
creditor would make the property secured his absolute property 
and the net proceeds would be deducted from his total claim 
against the estate, to give the amount on which he would receive 
dividends. 

The trustee might purchase on behalf of the estate if the 
creditor’s security formed a section of a whole property the other 
sections of which were already assets of the estate. 

An important provision qualifying the powers of the trustee in 
these respects is contained in Rule 238 which goes on to state: 
“Provided that the creditor may at any time, by notice in writing, 
require the trustee to elect whether he will or will not exercise 
his power of redeeming the security or requiring it to be realised, 
and if the trustee does not, within three months after receiving 
the notice, signify in writing to the creditor his election to exercise 
the power, he shall not be entitled to exercise it; and the equity of 
redemption, or any other interest in the property comprised in 
the security which is vested in the trustee, shall vest in the creditor, 
and the amount of his debt shall be reduced by the amount at which 
the security has been valued.” 

If the creditor gives the necessary notice and the trustee does 
not elect to exercise his power within the prescribed three months, 
the security becomes the property of the creditor, whose claim 
against the estate is permanently reduced by the amount at which 
he valued the security. The creditor may subsequently sell the 
secured property at a price considerably greater than his valuation, 
but his original claim against the estate for the unsecured part of 
his debt is not affected. Similarly, with regard to a secured prop- 
erty purchased by him at auction as above described, he may re-sell 
at a figure substantially higher than his purchase price. In either of 
these ways—and in no other—it is possible for a secured creditor 
to receive more than 20/- in the £. The corresponding risk which 
the creditor bears in the case of a secured property which vests in 
him at his own valuation in default of election by the trustee as 
above is that if the security when realised brings less than his 
original valuation, he cannot amend his proof of debt, and he 
therefore will not receive dividends on part of his unsecured debt. 

It frequently happens that a creditor assesses the value of his 
security at what he honestly considers to be a reasonable figure, 
but finds later that his estimate of the value was a mistaken one, 
or that the security has diminished or increased in value. In such 
circumstances, a creditor (except a petitioning creditor) may, 
with the permission of the trustee, amend his valuation and proof, 
provided the trustee has not forfeited his right of redemption as 
already described. If the amendment is large enough to cause a 
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considerable variation in the distribution of the estate, the trustee 
may seek the direction of the Court before accepting the amended 
proof. It is worth noting here that a creditor holding several 
securities for the one debt need not place a separate value on each 
item of security and the trustee cannot compel him to do so. Such 
a creditor may show in his proof the total value at which he esti- 
mates his securities. 

If the creditor finds that his original valuation should be varied, 
he should not hesitate to submit to the trustee an amended proof. 
If the valuation of the security is increased, any surplus dividend 
which the creditor may have received in excess of that to which 
he would have been entitled on the amended valuation must be 
refunded to the trustee. The compensating factor is that he avoids 
the risk of having the security taken over by the trustee at the 
original valuation, which is less than the true worth. 

If, on the other hand, the valuation of the security is decreased, 
the creditor is entitled to receive out of any funds available for 
dividend, any dividend or share of dividend which he may have 
failed to receive by reason of the inaccuracy of the original valua- 
tion. 

He is not entitled to disturb the distribution of any dividend 
declared before the date of the amendment, but, if there are suffi- 
cient funds, he will be paid the amount of all dividends declared 
up to the date of amendment, calculated on the amended proof. 

All security held for the debt should be detailed in the proof, 
but only property of the bankrupt divisible amongst his creditors 
should be assessed in value. A good example of the application of 
this principle is where a creditor has received as security an assign- 
ment of a policy over the life of the debtor. Such a policy is not 
included in the property of a bankrupt divisible amongst his 
creditors, except to the extent of a charge on the policies in respect 
of the amount of the premiums paid on the policies during the two 
years next preceding the date of the order of sequestration. The 
value placed upon the policy therefore, should be not the surrender 
value, but only the amount of the premiums paid in the two years. 
If the guarantee of a third party is held, it should be quoted in the 
proof of debt, but not valued as security. 





Obituary 


The death occurred on July 21, at his home at Epping, of Mr. 
William Robert Chaplin, a.1.c.a., aged 42 years. Mr. Chaplin, 
who was engaged in practice, under the firm name of W. R. 
Chaplin and Co., chartered accountants (Aust.), at 7 Wynyard 
Street, Sydney, had been a member of the Commonwealth Insti- 
tute of Accountants for 18 years. 
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Correspondence 
ACCRUED INCOME IN EXECUTORSHIP ACCOUNTING 
The Editor, The Australian Accountant 

Dear Sir,—I was somewhat surprised to read in the letter from 
your correspondent, Mr. L. W. Chant, that opinion is divided as 
to the correct accounting procedure in relation to the income of a 
trust estate. 

The duty of an executor or trustee, so far as income is con- 
cerned, is to account to his beneficiaries for income actually 
received only, and the balance in the income account should show 
the amount actually available for distribution. 

Any system of accounting which does not do this is incorrect. 

To accrue each item of income (especially in a large estate) to 
any balance day would involve the executor or his accountant in 
a tremendous amount of work, entirely unnecessary, and serving 
no good purpose. 

If, in addition, as your correspondent suggests, the recording 
of income accrued, but not received, creates the possibility of 
breach of trust, then, by what line of reasoning can such a system 
be classified as “correct accounting”? 

I do not agree with Mr. Chant when he states :— 

(1) Income accrued due at date of death is brought into 
corpus. 

(2) Income accrued due at date of death of life tenant is 
brought in. 

In cash (1) income accrued to date of death is calculated only 
for purposes of assessment of duty, and should not be brought 
into the accounts until it is received, and in case (2) a calculation 
is made for similar reasons to case (1), but the trustee obviously 
is not required to account to the personal representative of the 
deceased life tenant for any income until it is received. 

Yours faithfully, 
W. FENTON. 

C/o Permanent Trustee Co. of N.S.W. Ltd., 

Sydney, 30/7/36. 


POST-GRADUATE STUDIES 
The Editor, The Australian Accountant 


Dear Sir,—In your June issue you publish a suggestion from 
“Seven New South Welshmen” that one of the courses included 
in the Commonwealth Institute’s Post-Graduate Studies should 
deal with company law. 

As a newcomer to New South Wales, I heartily enderse this 
suggestion, and would be pleased to join any group formed to 


study this subject. 
A. R. JOHNSTON, t.1.c.a. 


Sydney, 14/7/36. 
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Australian Gold Mining Accounts 
By A. F. Stowe, F.F.1.A. 


Before indicating the actual accountancy more or less peculiar 
to a gold mine, it is suggested that it is first necessary to consider 
the nature of the enterprise, and also to endeavour to get a mental 
picture of an actual mine in operation. 

A gold mine is a wasting asset, and inevitably its operations 
must come to an end. Therefore, the principles applied to wasting 
assets, should, as far as practicable, be applied to its financial policy. 
That is, when the mine has ceased to be anything more than a hole 
in the ground, the realisable assets should be sufficient to repay 
the capital subscribed, or to acquire another mine or other earning 
activity. Against this view, it has been argued that investors in 
mining propositions understand that when they receive dividends 
they are also receiving back portion of their capital. It is an 
accepted principle that while the cost of certain underground 
operations undertaken for the purpose of opening up ore bodies, 
such as shaft sinking, may be treated as capital expenditure, the 
expenditure on opening up the ore bodies by drives, winzes, etc., 
to get at the ore for treatment, should be brought into the revenue 
account, as the ore so made available is treated as well as the whole 
cost of taking out the ore itself. 

Most readers will have seen, and probably inspected, a mine, 
and will therefore be able to visualise its ordinary surface equip- 
ment. This would consist mainly of administrative quarters, store 
houses, carpenters and blacksmiths’ shops, crushing and treatment 
plants, hauling equipment, and the various items of machinery to 
be found on a well-equipped mine. 

Underground we have shafts, drives, rises, winzes, stopes, levels, 
ore chutes, etc. 

The personnel of the mine on the surface and below ground is 
manager, accountant, engineers, surveyors, draughtsmen, clerks, 
storekeepers, metallurgists, sub-managers, carpenters, blacksmiths, 
fitters, time-keepers, pay-masters, labourers, engine drivers, fire- 
men, undergound managers, miners, samplers, truckers, mullockers, 
platmen, timber, men, etc. 

Apart from machinery, treatment plant equipment, and other 
capital expenditure, the main costs of carrying on come under the 
heading of wages and stores, and as these costs involve not merely 
capital and income expenditure but a great variety of operations 
which involve both, a very complete method of segregating these 
expenses is required. For example, the source from which all 
power is derived in most cases is steam, and there are boilers which 
supply the bulk of this. Power is used, for instance, to supply the 
crushing plant and also the winding engine. The former is 
exclusively income expenditure, the latter probably partly capital 
and partly income, involving also several processes such as shaft 
sinking, opening up stopes and ore raising. 
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It will be seen, therefore, that stores and wages need to be 
distributed in such a manner that the costs incurred in each depart- 
ment of the mine may be accurately arrived at. Anyone well 
acquainted with costing systems would readily understand how this 
would be brought about, but as a number of accounts are affected 
which do not appear in any other business, I propose briefly to 
indicate what is done on a mine, so as to arrive at a proper 
apportionment of these two items. 

Commencing with allocation of stores, we must go back a little 
way to see how stores are treated, so that there may be an effective 
check on them. Adequate stores accounts must be organised, and 
in the store ledger will appear a separate account for each of the 
main items of stores purchased and issued. Particulars will be 
shown of quantity, weight, and value; therefore the purchase 
journal must be so ruled as to make this information readily avail- 
able for posting, not only to the debit of stores account and the 
credit of the personal account of the supplier, but also to the debit 
of the particular stores account affected. When stores are issued, 
a record is made of the particular purpose for which the item is to 
be used. This is usually done on a requisition form, which is 
made out and signed by the foreman in charge of the operation 
being carried out. This form is also signed by the storeman and 
the person receiving the items comprised therein. 

It will be realised that the segregation of the particular items of 
stores to the debit of the particular processes concerned and the 
credit of the store account affected is an operation involving some 
labour and very great care Large sheets are employed for this 
purpose, so ruled as to collect under the various headings the 
details of the store accounts affected and also the various operations 
or processes being carried out If, however, this work is performed 
daily and carefully checked, there should be little difficulty in 
balancing these sheets at the end of each month and posting the 
totals to the credit of the various store accounts and the debit of 
the cost accounts affected. It should be noted that there are certain 
big items such as ropes, winders, etc., which have a life of a more or 
less lengthy period. Such debits are carried to a store suspense 
account, and allocated over their lifetime. This is generally 
arranged on a conservative basis, as almost inevitably there will be 
discrepancies between store account balance and actual stock, and 
this suspense account is frequently used for balancing the store 
accounts with the stock at the end of periods. 

To minimise differences, particularly in important items, the 
actual stock on hand is checked from time to time against the 
stores ledger balances. This is especially necessary with materials 
which for convenience are stacked near where they are intended to 
be used, and not in the store under the storekeeper’s eye. 

Wages are treated similarly. The method of collecting the 
information from the various employees may be the procuring 
of a tally ticket for each man, which would contain particulars of 
the hours employed upon the various jobs or processes, rate of 











18 THE AUSTRALIAN ACCOUNTANT AUG. 


pay, etc.; or the information may be collected by timekeepers who 
visit each man employed; or it may be that both methods are 
employed—the timekeeper method in the instance of hands con- 
stantly employed on one job, for example, firemen, battery hands, 
slimes hands, as the case may be, and where men are employed on 
more than one job, the ticket or docket method. The wages paid in 
any event are classified on sheets, much in the same manner as 
stores issued are, except of course that you need have only one total 
for wages. The separate classifications go to the debit of the 
various processes affected. 

It would take too long, and would perhaps be too involved, to 
indicate the actual spread of the segregation of stores issued and 
wages paid. A lot will also depend upon the extent of the informa- 
tion required by the management. It will be realised, however, that 
anything like accuracy could not be obtained without a very 
comprehensive distribution of costs in the first instance. I propose 
giving one instance, and this would be followed in the case of 
many others. 

We shall, therefore, return to the boilers, a number of which may 
be housed together, capable of supplying the steam requirements 
of the whole of the plant. Against boilers will be debited wages of 
firemen and foreman, fuel, water and many items of general 
upkeep. As steam is supplied to, say, the battery, winding engines, 
electrical plants, etc., etc., the cost of running the boilers must be 
proportionately allocated to these engines. They, in their turn, 
have received debits, principally wages, but quite an astonishing 
number of other items also. 

The expenditure debited to the winding engine or other engines 
is, in turn, debited to such processes as development, and ore 
raising, though there may be, and probably will be, other items. 
So it will be seen that in the first instance, the costs are spread 
over a number of operations; in their turn, they are closed off to 
other subsidiary operations, and they in their turn are closed off to 
the main items, in respect of which costs per ton are calculated. 

There are two main operations below ground which may be 
classed under the headings of development and ore mining. There 
are, however, a great many operations proceeding, which come 
under the heading of development, but which demand separate 
treatment. Sinking and timbering and otherwise equipping the 
main shaft or other shafts or levels for example, involve a different 
principle from the opening up of stopes, from which gold-bearing 
ore is mined. The former is of a more permanent character and 
may serve the mine for years to come; the latter, when worked 
out, is of no further value and may in fact become a liability because 
of the necessity of making the workings secure. These permanent 
workings are depreciated in accordance with the general policy 
applying to the mine’s fixed assets. The expenditure incurred in 
opening up stopes, however, is part of the working costs and should 
be brought into account as the ore taken therefrom is treated. 
For example, let us assume the cost of developing up to the stage 
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of commencing to stope the ore out is £1,000, and it is estimated 
the stope will turn out 16,000 tons of payable ore, and assume 800 
tons is mined, raised, crushed and treated in a particular month; 
£50 would be credited to development and debited to working 
costs for that period. If pay ore is produced during development 
work, the value may be estimated and deducted from the develop- 
ment expenditure for the period. 

On the larger mines very elaborate systems of sampling and 
assaying are carried out, and the value of practically every foot of 
ore is known and recorded, and mining operations are planned so 
as to use up every ton of payable ore, and at the same time to main- 
tain approximately the same average return of gold to the ton 
treated. To carry this into effect, plans of the workings, showing 
the various bodies of ore and their assay value are prepared, and 
the tonnage required for the month is broken out and raised so as 
to give the tonnage and values required. 

Before passing on to the general ledger accounts, a few words 
should be said regarding the payment of wages On some mines 
the timekeeper gives each man a ticket, showing his name and the 
amount due to him. This is signed by the employee and handed 
in at the pay-office on pay-day, and he is paid. Where there are not 
too many men employed, a pay-sheet is prepared and the various 
deductions are made. The employee signs for the amount opposite 
his name. This method has the advantage of being more easily 
checked and unclaimed wages verified. In any event, the payment 
of wages is one which requires the closest supervision. In the past 
there have been many frauds, which, however, need not be men- 
tioned here. 

The general ledger accounts of the mine are comparatively few 
in number, and may comprise the following: mine property, mine 
development, plant and machinery, mine buildings, work shop 
equipment, residential buildings, office furniture and equipment, 
sundry debtors, stores and materials, gold in transit, bank account, 
capital accounts, creditors, mining treatment, ore extraction, realisa- 
tion of bullion, insurance, rates and taxes, telephone, and general 
expenses. At the end of each month the costing office having 
closed off the various accounts which have been used for the pur- 
pose of arriving at an accurate distribution of the stores used and 
wages paid to the processes carried out, such as underground 
costs, i.e., stoping and development, various treatment costs, i.e., 
battery, cyanidation, slimes, etc., management and general, a 
statement is prepared showing under each of these headings the 
expenditure respectively of stores and wages. This is handed in to 
the general office, where the closing entries are made. 

It is first necessary to bring to the debit of wages account such 
items as medical funds, workers’ relief funds, suspense accounts, 
etc. This brings wages account for the month up to the amount 
of wages payable. An entry is then passed, debiting the respective 
expense accounts before mentioned and crediting wages account. 
This closes wages account off entirely. Similar entries are passed 
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debiting the various expenditure accounts and crediting stores and 
materials. The balance of this account should agree with the 
stores on hand. 

The next entry is to debit the various expense accounts and 
credit the cost suspense expenses, such as telephone charges, 
Chamber of Mines dues, insurance, audit fees, etc. It should be 
mentioned that all charges which do not accrue each month, but 
which are paid periodically, are held in suspense and a propor- 
tionate amount charged out monthly. 

From the assay office is received a statement of the gold pro- 
duced during the month, the standard value of which is calculated. 
Bullion in transit is debited and bullion account credited with the 
standard value, plus say 100 per cent., being standard value of 
bullion, plus premium, produced during the month. 

It will have been noted that the sampling system is designed to 
maintain a uniform return each month, but obviously when thous- 
ands of tons of ore are being treated, complete uniformity cannot be 
expected; therefore, to bridge the gap and so secure the uniformity 
desirable from many points of view, a bullion reserve is generally 
formed, to which, in times of abundance, gold produced is credited, 
and to which further amounts are added and from which taken as 
circumstances demand. Sometimes a simpler method is adopted, 
but this is not to be recommended. 

As the value of the gold taken into account each month is esti- 
mated, an adjusting entry is required when the actual returns are 
received. Usually, the estimate is purposely on the low side, and 
in that event bullion in transit is debited and bullion proceeds 
and premium on gold credited. 

There will generally be some adjustments with head office, 
which may be in London. Head office has possibly purchased 
stores in London for the mine or paid insurance. In that event, 
an entry is passed debiting the particular account affected and 
crediting London office. 

At the end of the year, closing entries are made, which will be 
quite simple; London office is debited and working accounts 
credited, and London Office is credited and proceeds of bullion 
debited. 

The above remarks are intended only to give a general outline 
of mining accounts, and would undoubtedly be much clearer if 
illustrated by forms and actual entries. 

Before closing, I should like to pay a tribute to Western Aus- 
tralian mining accountants and their staffs. It would be hard to 
find more scientific, expert accountancy in any branch of business 
undertaking. 
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Some Impressions on Banking and Finance Abroad 


By B. Latuam, Esg., A.1.A. 


(AcTUARY AND SECRETARY OF THE Note Issue Boarp OF THE 
CoMMONWEALTH BANK OF AUSTRALIA) 


(Being an Address delivered before the Federal Institute of 
Accountants, Sydney, on May 15, 1936) 


Mr. Braban evidently feeling the need to impress upon me the 
necessity for being brief and to the point, gave me a good illus- 
tration of correspondence as conducted by people who are really 
economical. It was in America that a firm of house agents wrote 
to one of their clients: “Are you aware that the lease for your 
premises will expire on the 30th of next month?” They got a 
reply which ran :— 

“Dear Sirs, We are. Yours faithfully.” 
The agents then wrote asking whether they desired to continue 
their tenancy as at increased rent of so many dollars. They wrote 
back to the agents :— 
“Dear Sirs, We remain. Yours faithfully.” 

If I transgress and am too wordy, please give some indication. 
I see you have got 25 minutes ahead of you to listen. 

Now, my time is so brief and there is so much ground really to 
cover that I do not propose to refer to any of the experiences I 
had in the East during 1933, but to deal more particularly with 
impressions gained in Europe and America last year. 

On the way to Europe we were fortunate in calling at Cochin, 
a small town in Southern India, which is not frequently visited by 
the mail steamers. Some.of our fellow-travellers landed before 
we got in, and by the time we reached the landing stage, some 
20 minutes later perhaps, they were all coming back, saying that 
the place was impossible. So we wondered whether we ought to 
retire to the boat at once, but we looked round, and I was fortunate 
enough to see a notice on a building just handy: “The National 
Bank of India,” so I went into the bank and they were able to do 
me a very real service. I asked: “What is there we can see. How 
can we spend two hours in Cochin?” The official replied : “There 
is nothing to see in Cochin, nothing at all.” Then, after a moment: 
“Unless you would like to see the filthiest bazaar in the East.” 
Well, I told him we would if he would be good enough to choose 
for us a few reliable rickshaw men. He got us four reliable rick- 
shaw men and told us what we were to pay. He said: “That is 
double what I would pay.” He then warned us not to be enticed 
into going into houses or shops because there was a lot of plague 
in the town. So we took that advice and went round Cochin and 
had an interesting time. He also told us an interesting story 
about the local synagogue. He said we ought to visit it as it was 
a very interesting place. It was built some hundreds of years ago 
and at the time it was in contemplation the local Rajah was improv- 
ing his own palace and he had imported a shipment of very beau- 
tiful tiles. The Rabbi saw these tiles and thought they would be 
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better in his palace than in the synagogue. So he went home and 
thought for a little and then went back and told the Rajah: “Of 
course it is unfortunate that in making such beautiful tiles it is 
necessary to mix them with cow’s blood.” That, of course, settled 
the matter as far as the good Hindoo was concerned, and the 
Rabbi got the tiles for nothing without further argument. When 
we finished the trip round Cochin, although we paid the rickshaw 
men at least double what any of the local people paid, the natives 
still protested and asked for more; one must be ready for that in 
Eastern countries. 

Leaving India we went to Aden, Suez and Cairo, where we 
had nothing to do with finance or banking, but saw places of great 
historical interest and of very great beauty. However, I think 
you want to hear of the impressions on banking and finance. Con- 
sequently, I will go on now to deal with London. 

Many of you, of course, have been to London, and I feel really 
that when one has been there he is glad to hear somebody else 
talk about it; while to those who have not been to London it is 
perhaps even more interesting. 

London seems to be almost a world in itself. It is inexhaustible. 
You go to London practically for the best of everything, whether 
art, banking business, shipping or insurance, no matter what it is. 
London seems to be a world in itseli—you might say a number 
of worlds. A newcomer is impressed particularly with the his- 
torical atmosphere of the place. As you go into a place like West- 
minster Abbey you are conscious of a section that was built by 
Edward the Confessor, who reigned in England before Harold, 
who was defeated by William the Conqueror. For century after 
century additions have been made, and it is in many ways the 
centre of England and the centre of the British Empire, and it 
gives one a particular thrill to visit such a place. Yet with all its 
antiquity one finds what is characteristic of England is perhaps 
typified in the Abbey, which started as one small centre and has 
grown out—gradually and quietly over a long time: the nation 
has developed similar characteristics that go with growth—patience, 
confidence, tolerance, and further, entire dependability on all 
occasions. 

Now, London, as I say, is a congregation of a number of worlds. 
For banking and finance one goes to the particular section that 
is called the City. The City is the financial centre of the world, 
where are congregated the Banks, the Insurance Offices, Marine, 
Life and Fire, the Stock Exchange, with its brokers and jobbers, 
and the principal offices of the large investment trusts. 

As one gets into the City of London he finds many features that 
are quite different from what we have been accustomed to in 
Australia. Being so far away from other important nations we are 
very largely concerned with our own interests and our own doings 
and our own concerns. From London one can reach something 
like a dozen large capitals by ordinary rail and boat transport 
within 24 hours. Of course, that necessitates a much wider out- 
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look, which is very impressive to a person coming from Australia 
and almost gives one a shock. London, of course, has had that 
experience from its beginning. While it is little more than 100 
years since railways came, still they have always been very close 
to other countries and that gives them an entirely different view 
which, for national purposes and purposes of defence, must always 
be borne in mind. Similarly, their banking and financial relations 
with other countries are many and intimate. 

There are some things that stand out particularly, let us say, 
with regard to banking. The banks confine themselves to banking. 
As bankers they come in contact with all classes of enterprise, 
many of which they see are quite profitable and lucrative. In some 
countries—Germany, America and others—bankers tend to reach 
out and acquire an interest in various businesses and enterprises 
and even to put members of their own institutions on the Boards 
of manufacturing and business enterprises. That is not com- 
monly done in England; the British banker confines himself to 
banking. That difference is important and is perhaps very largely 
responsible for the soundness and the success of British banking. 
The British banker is satisfied to do one thing well. In London, 
and in other parts of the world, banking has some other very 
important sides that do not apply, or apply less, in Australia. 
There the question of exchange is a far more important matter 
than it ever has been with us. We have been accustomed to what 
some people call an artificial exchange Up to about six years ago 
the Australian £ was for all practica) purposes the same as the 
English £. For some years now it has been 25/- Australian equals 
£1 English, and we are not accustomed to daily variations of 
exchange. In practically aH other countries there is a daily quota- 
tion of exchange, with variations from day to day and during the 
day. Of course we see the daily quotations of exchange with 
America, Hong Kong, Shanghai and other places, but our business 
dealings with those countries are comparatively small and do not 
in the aggregate worry us very much. But in London, and in most 
other countries—practically all countries other than some of the 
portions of the British Empire—exchange rates fluctuate every 
day, and that gives an entirely new outlook and in some ways a 
much broader outlook to the banker, and increases his responsi- 
bilities. 

Now, as I say, the bankers in London confine themselves to 
banking, and the success of that policy can be judged when one 
realises that although we are just recovering from the most serious 
depression that has hit the world for very many years, there has 
not been a single banking failure in Great Britain. Other countries 
that could be mentioned have had many banking failures. 

The result is that the British bankers command the confidence 
of the world. We are told very often that what is wanted is a 
restoration of confidence. It is. But the first thing we want is to 
merit a restoration of confidence, and over a very long period of 
years the British bankers have demonstrated to the world that 
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confidence in them is deserved: that is what keeps them in the 
high position they occupy; they are sound without being spectacu- 
lar, and facts are much more important to them than slogans. 
Some people are very given to slogans. In dealing with business 
I feel that the British bankers have placed these three matters 
perhaps in the order that I wish to give them to you. 
(1) The character of the person with whom they are to deal. 
(2) That the person has a substantial interest in the transac- 
tion himself and will do well if it succeeds and will lose 
if it does not. 
(3) The security offered. 


Those matters are of extreme importance in all transactions of a 
financial nature and should, I think, be placed in that order. 

In going into the city, of course, one sees the Bank of England, 
and if he is fortunate he goes into the Bank of England himself 
and meets many of the people and gathers interesting information. 
I had that pleasure and found it of very great value indeed. The 
Bank of England is never referred to as the Bank of England. 
It is always “The Bank.” The Bank of England has been an 
institution since the latter part of the seventeenth century. Since 
that time it has played an extremely important part in the develop- 
ment of London, of England, of the British Empire, and one 
might say the world. Some people are inclined to think of it as 
moribund and effete, but that is a great mistake. The Bank has 
its roots away back in history, but it is virile and strong—very 
strong. Some people consider it to be antiquated in some of its 
methods, and some of the practices it follows to-day are the same 
as they had many years ago. But the reason is that, so far, better 
methods have not been discovered. Many of their methods, how- 
ever, are very modern. At present there is a complete scheme of 
re-building going on, a wonderfully fine new building which may 
be completed about the end of next year. In connection with the 
excavations for the new building they came on many interesting 
Roman relics of things left there by the Romans when they were 
in Great Britain. That point was about the centre of the City 
of London in those days, and in the new building they have pre- 
served a number of axes, nails and shoes and various relics that 
were used by the Romans on that site seventeen hundred and 
eighteen hundred years ago. Its roots are in history. 

When we come to the Trading Banks of London, they possess 
and they deserve the confidence of the British public and the 
confidence of the world. I do not know that the system is ex- 
clusively English. It is probably based more on the Scotch prin- 
ciples than on the English. But London has been ready to accept 
methods that appeared to be an improvement on those existing 
whether they came from Scotland or anywhere else. The Branch 
Bank system is perhaps one that stands out very largely. It is, 
however, by no means the only one in which it differs very much 
from some other banks. In visiting one of the banks in Scotland 
which was founded in the sixteen hundreds, and has carried on 
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effectively ever since, the General Manager pointed out that in 
the aggregate the published reserves and internal reserves of the 
British banks are about three times the amount of the paid-up 
capital, so that if a dividend of 12% was paid by the Bank, it was 
on the average only 3% that was paid on the shareholders’ funds. 
The strength of their reserves is one of the main reasons why 
the British banks have stood the test as they have. They believe 
in reserves and build them up until, as I say, to-day the reserves 
are in the aggregate approximately, on the average, three times 
the amount of the capital, and they continue to add to their 
reserves. That has been a very great advantage to Great Britain 
in this recent crisis and depression. Of course, they have some 
things the same as we have. They finished their Banking Com- 
mission some four or five years ago, and we have our Banking 
Commission now. I do not know whether the Commission pro- 
duced any changes in the British banking system, and it remains 
to be seen whether there will be any changes made here as a 
result of the Banking Commission. 

I would like to say a word on insurance. London is the home 
of insurance, which is of such great importance to the whole 
world. At Lloyd’s, where the ships of the world are registered, 
practically all ships are insured, and the movements of the werld’s 
shipping are posted, and all genuine claims, as I understand, are 
readily paid. 

The thoroughness and breadth of vision of the insurance offices 
has done much to establish London in the high position that it 
occupies to-day, while the London Stock Exchange, where such 
large transactions can be carried out with no difficulty and no 
trouble at all, adds further to the prestige of the City. While I 
was there the Transport Board wished to borrow thirty-odd 
millions, and within a few minutes of the opening the loan was 
closed fully subscribed. 

Other important institutions, such as Investment Trusts, Build- 
ing Societies, Savings Banks, etc., I am unable to refer to. But 
there is another thing I would like to say a word on. We went 
into rural England one Saturday afternoon. Friends drove us 
into Buckingham, where we visited the village of the great John 
Hampden. John Hampden, you may remember, was one of the 
six men whom Charles I put in gaol for refusing to pay Ship 
Money. We saw his home and land, which has been occupied by 
the Hampden family for 1,100 years. The land was not worn out. 
It was as fertile to-day—perhaps more fertile—as it ever was; 
that was because the farming people put as much into the land as 
they take out of it. That important principle seems to be followed 
in Great Britain in banks, in agriculture and in business. 

In Scotland we found things extremely interesting and very 
sound. One way in which the Bank of Scotland differs from the 
banks here is that it employs no women. I noticed one of the 
English banks was arranging that all its women employees may 
retire on pensions when they reach 45 years of age. So you see 
there is diversity of treatment. 
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Company Law and Secretarial Practice Section 
Edited by J. S. McINNEs, F.I.C.A. 


TITLE OF LIQUIDATOR TO SHARES IN OTHER 
COMPANIES 

Questions 

Ian Kelly, East Melbourne, submits the following questions : 

“The Secretary of ‘A’ Co. Ltd. is advised that ‘B’ Co. Ltd., 
which latter company holds shares in ‘A’ Co. Ltd., is in course of 
being wound up, and the liquidator desires that his name be 
entered on the share register of ‘A’ Co. Ltd. 

“(1) Should the liquidator’s name be entered on the register 
or merely his official designation only? 

“(2) What evidence should the liquidator supply to the secre- 
tary of ‘A’ Co. Ltd. regarding such registration. 

“(3) If the liquidator is not entitled to be entered on the 
register of members by means of his surname, but only 
by means of his official designation, would this constitute 
a trust as prohibited by the Companies Act of this 
State?” 


Answers 

(1) The liquidator of “B” Company is not entitled to have his 
own name entered in the register of members of the “A” Company 
as the holder of the shares, i.e., as a member of the “A” Company. 
Notwithstanding the liquidation, the “B” Company continues to 
exist as a company until it is dissolved in accordance with the 
provisions of the Companies Acts, and it remains the owner of its 
property as before the liquidation. A company’s property does 
not vest in the liquidator, except in the extremely rare case—we 
have never met with one—where an order is made by the Court 
under a section equivalent to S. 190 of the English Act of 1929, 
and even that section requires the property to be vested in the 
liquidator by his official name, not in his own personal name. 

On a company being advised that one of its shareholder- 
companies has gone into liquidation the first-named company 
should make a note of that fact on its share register in relation 
to the shares held by the company in liquidation, thus: “In liquida- 
tion”; “In voluntary liquidation”; or “Ordered to be wound up 
by the (Supreme) Court of (Victoria)”; adding the date the 
company went into liquidation or the date of the winding-up order. 
On the company being advised of the name of the liquidator, or any 
change therein, it is usual to make a note of the name and address 
of the liquidator on the same share register folio. All notices and 
correspondence with the company in liquidation should be 
addressed to the liquidator of that company, by his official title of 
liquidator, and not as William Smith, liquidator of the “B’’ Com- 
pany Ltd. (In voluntary liquidation). The liquidator has absolutely 
no personal title to or interest in the shares, and it would be quite 
wrong to put the shares into his own name. 
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(2) This question raises an interesting point of practice. Strictly, 
the “A” Company is entitled to have proper legal evidence of the 
fact that Company “B” is in liquidation and the name of the 
liquidator. This is done by the liquidator furnishing Company 
“A” with an office copy (i.e., an official copy signed by the Registrar 
of Companies, or Registrar-General) of the winding-up order or 
the resolution to wind up and the appointment of “X” as liquidator. 
Sometimes an office copy of these documents is merely exhibited 
to a company in the same position as the “A” Company, and its 
secretary notes same. A copy of the Government Gazette contain- 
ing the notice that Company “B” is in liquidation and an office copy 
of the appointment of the liquidator is usually accepted as sufficient 
evidence. In some cases production of the minute book containing 
a minute of the winding-up meeting has been accepted in voluntary 
liquidations. In many cases where well-known accountants are 
liquidators, the publication in the Gazette of the liquidation resolu- 
tion or order, and the knowledge that “X” has been appointed 
liquidator of the “B” Company, is taken as sufficient evidence of 
the liquidation and of the person appointed liquidator. And in 
many cases the mere statement in writing by a well-known and 
reputable accountant that he has been appointed liquidator of the 
“B” company is accepted. But if Company “A” does not insist on 
proper legal evidence of the liquidation of the “B” Company and 
the appointment of “X” as liquidator it does so at its own risk. 
When the two companies reside in different States we are of the 
opinion that the lodging of a copy of the Gazette containing the 
notice of the liquidation and an office copy of the appointment of 
the liquidator should be insisted upon in all cases. 

It may be mentioned that the Real Property Offices of at least 
some of the States require “office copies” of the two documents 
mentioned to be lodged with them before they will permit any 
dealing with any land under the Real Property Acts. 

The English Act of 1929, S. 314 (3), provides: 

“A copy of or extract from any document kept and registered 
at any of the offices for the registration of companies in England 
or Scotland, certified to be a true copy under the hand of the 
registrar (whose official position it shall not be necessary to prove) 
shall in all legal proceedings be admissible in evidence as of equal 
validity with the original document.” 

A provision to the same effect is in force in most, if not all, 
of the States of the Commonwealth, see e.g., S. 238 (2) of the 
Victorian Companies Act 1928. 

(3) As we have already stated, Company “B” still remains the 
legal owner of the shares, and neither the surname of the liquidator 
nor the official designation of the liquidator should be entered on 
the register of members as the owner of the shares, and the question 
of notice of a trust does not enter into the matter. Notice that 
“X” has been appointed liquidator of the “B” Company does not 
constitute notice of a trust in any way—in fact, it is absurd to use 
the word trust in such a connection. 
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BORROWING POWERS OF A COMPANY 

In 1919 James Smith advanced £6,000 to Northern Fruitlands 
Ltd. on deposit at interest. The deposit was paid into the com- 
pany’s bank account in reduction of the bank overdraft. Smith 
died, leaving the deposit to his widow, and on her death the New 
Zealand Insurance Co. Ltd. became executor and trustee. During 
the lifetime of the widow the company repaid £4,000. After the 
death of the widow the company paid interest to December 6, 193+. 
The balance not having been paid, the executor sued the company 
for the £2,000 and interest. The company defended the claim 
on the ground that it was ultra vires for it to borrow such sum, 
and neither the principal nor the interest thereon was recoverable 
from it. The company admitted that the plaintiff-executor was 
entitled to succeed if the company had power to borrow on over- 
draft, as the moneys had been applied in discharge of a debt law- 
fully due by the company. The company argued that it had no 
power to so borrow, and it relied upon par. 4 (b) of its memoran- 
dum of association, which was as follows: 


“4. The objects for which the company is established are: . . . 


“(b) To execute any mortgage or mortgages over the said land 
for the purpose of securing the repayment of any balance of pur- 
chase money or to execute any mortgage or mortgages for the 
purpose of paying off any then existing mortgage or raising money 
for any of the objects of the company any such mortgage or 
mortgages to be upon such terms and conditions as the company 
thinks fit.” 

Par. 4 of the memorandum also contained the following objects 
clause : 

“(n) To do all such other things as are incidental or conducive 
to the attainment of the above objects or any of them or to the 
speedy and profitable division sale and realization of the whole of 
the said land and the division of the nett proceeds thereof among 
the members of the company.” 

Counsel for the company argued that the company’s borrowing 
powers were limited by paragraph 4 (b) to borrowing in the 
manner prescribed by it. He submitted that the clause was clear, 
and amounted to a provision that the company should not borrow 
in any way except by mortgaging its land; and that therefore the 
obtaining of money by way of overdraft from the bank without 
the execution of a mortgage over its land was ultra vires. He 
relied for this proposition on the language of the clause and the 
well-known legal maxim, “Expressio unius est exclusio a!terius” 
(the express mention of one thing implies the exclusion of 
another). 

Clause 101 of Table A of the New Zealand Companies Act of 
1908, which applied to the company, reads as follows: 

“The directors may from time to time, and without negativing 
any implied power to borrow, at their discretion borrow for the 
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purposes of the company from any persons, firms, or corporations 
any sum or sums of money on the security of all or any of the 
company’s property (real or personal), assets and effects, both 
present and future, inclusive or exclusive of its unpaid calls or 
unpaid capital or any part thereof, either under legal mortgages or 
charges, with powers of sale and other usual powers, or by issue 
of mortgage debentures, debentures, bonds, obligations, or any 
other securities of the company; and any such mortgage deben- 
tures, debentures, bonds, obligations, or securities, as aforesaid 
may be issued on the terms that the debentures may be paid off by 
periodical and other drawings, and generally on such other terms 
and conditions as to rate of interest or otherwise as the directors 
think fit: and the directors may also borrow money from the 
company’s bankers on overdraft or otherwise, with or without 
security.” 

Mr. Justice Fair gave judgment for the executor for the amount 
claimed. The company had contended that it was not a commer- 
cial or trading company, as those terms should be restricted to 
companies dealing in merchandise. But His Honour held that this 
contention was not supported by authority, and companies which 
respectively had as their main objects banking, insurance, dealing 
in the sale of land, auctioneering, shipping, and the provision of 
omnibus services, had each been held to come within this descrip- 
tion. Moreover, this company fell within the general definition of 
a trading or commercial company in the judgment of Denniston, J. 
in Union Bank of Australia v. South Canterbury Building and 
Investment Company (13 N.Z.L.R. 497 at 498) where he said: 
“T know of no actual definition of a trading company. In the case 
of societies formed for manufacturing, owning, buying and selling 
generally, be it goods, lands, carriage, money, or anything, there 
can be no difficulty.” 

Such companies have, prima facie, an implied power of borrow- 
ing money for the conduct of their businesses unless the memoran- 
dum of association or articles prohibits it. 

Having considered the position and circumstances of the com- 
pany, His Honour held that it was unlikely that clause 4 (b) was 
intended to restrict the borrowing powers of the company in so 
rigid a fashion as the company contended. Such a construction 
would result in the curious anomaly that the company may have 
had power to borrow if it was required to give security over its 
land, but no power to borrow where the lender did not require a 
security to be given. The utmost that could be said for clause 
4 (b) was that it was doubtful whether its effect was to prohibit 
borrowing in other ways than by mortgage. Where, as is usually 
the case, the memorandum and articles are contemporaneous docu- 
ments, they are to be read together, and the articles may serve to 
explain any ambiguity in the memorandum, provided the ambiguity 
does not relate to a matter which must be contained in the 
memorandum. 

Having discussed this legal position, His Honour continued: 
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“The power of borrowing on land is not one required by the 
Companies Act, 1908, or the Act now in force to be stated in the 
memorandum. In my view the articles of association can be looked 
at in order to resolve any ambiguity that may be considered to 
arise from the clause 4 (b). When they are so looked at it is 
found that they incorporated as part of the articles of the company, 
Clause 101, Table ‘A’ of the Companies Act, 1908.” After reading 
the clause His Honour said that the concluding words expressly 
gave general powers to borrow by way of overdraft, and continued: 

“Moreover the signatories of the memorandum of association are 
the same persons as those signing the articles of association and the 
documents are substantially contemporaneous. It must be assumed 
that they knew the contents of both documents and that the mean- 
ing attached to the memorandum could not have been that now 
contended for by the company as it would have involved a direct 
inconsistency with the powers taken in the article. 

“It appears therefore that the power to borrow on overdraft is 
supported on each of the following grounds: 

“(1) The language of clause 4 (b) in its ordinary meaning 
does not expressly confer power to borrow by mortgaging 
the land of the company and so the maxim ‘exrpressio 
unius est exclusio alterius’ does not apply to prevent 
borrowing in other ways. 

“(2) If it did so apply and had the effect contended for if 
clause 4 (b) had stood alone, clause 4 (n) excludes its 
application. 

“(3) Even if these grounds are insufficent for definitely exclud- 
ing its application then at best the provision is ambiguous 
in its operation and meaning and resort may be had to 
the articles which place the power to borrow on overdraft 
beyond doubt. 

“For these reasons I think that the company had power to borrow 
from its bankers on overdraft and that the moneys advanced by 
the late James Smith were applied in the discharge of a lawful 
debt of the company. It follows that he is entitled to recover the 
amount now due to him.” (New Zealand Insurance Co. Ltd. v. 
Northern Fruitlands Ltd., 1936 N.Z. Gazette L.R. 227.) 

(The importance of giving companies full borrowing powers 
is obvious, and we are quite unable to understand why draftsmen 
do not adopt the well-known clause in Palmer’s Precedents which 
puts the position beyond doubt.) 


PROMISSORY NOTE GIVEN BY COMPANY 
WITHOUT CONSIDERATION 
S. L. Snipe and three other persons, as members of a syndicate, 
entered into contracts for the purchase of land in Sydney. Being 
pressed to pay instalments due under such contracts, they wished 
to have the contracts rescinded, and to this end about November. 
1930, they consulted Joseph Woolf, a Melbourne solicitor, and 
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retained him to act for them. Before issuing a writ in the matter 
Woolf advised Snipe to protect himself against the consequences of 
failure in the litigation, by selling his business of timber-merchant 
to a proprietary company to be formed. Accordingly, a company, 
S. L. Snipe Proprietary Ltd., was registered, with Snipe as 
managing director and principal shareholder, and the business and 
certain other assets were transferred to it. 

An action was then commenced in the High Court of Australia, 
in which the members of the syndicate claimed rescission of the 
contracts and damages for conspiracy. From time to time Woolf 
received payments on account of his costs and outgoings in con- 
nection with the action, and between December, 1930, when the 
action was commenced, and August, 1932, when his retainer was 
withdrawn, Woolf received £3,380 on this account. One of the 
other members of the syndicate contributed £500, the balance being 
paid by or on behalf of Snipe, some by himself, some by his wife, 
but the greater part by the newly-formed company which had 
acquired his business. 

On account of his costs Woolf received a promissory note for 
£1,035 dated February 5, 1932, and due August 8, 1932, made by 
S. L. Snipe Pty. Ltd. and payable to Joseph Woolf or order. 
When this note fell due it was satisfied by a payment to Woolf 
of £500 in cash, and the giving to him of a new promissory note 
for £545/14/- dated August 5, 1932, and due December 8, 1932, 
made by the company and payable to Joseph Woolf or 
order. On its due date this promissory note was dishonoured, and 
Woolf brought an action against the company on the note. 
Amongst other defences, it was pleaded that it was beyond the 
powers of the company to make the note; that it was beyond the 
powers of the company to pay or promise to pay or to incur any 
liability for the costs of the syndicate, or to make or deliver the 
note to the plaintiff in respect thereof; and that there was no 
consideration for the note. 

Clause 2 (r) of the memorandum of association of the company 
was as follows: 

“To draw and accept, make, indorse, discount, and negotiate 
bills of exchange, cheques, promissory notes, bills of lading and 
other negotiable instruments.” 

And clause 2 (z): 

“To do all such things as are incidental or conducive to the 
attainment of the above objects or to the advancement of the 
company’s business.” 

A clause to the same effect as 2 (r) has been included in 
Palmer’s Precedents for many years. Such a clause should be 
inserted in the memorandum of every company carrying on busi- 
ness, for although a trading company has implied power to make 
and accept promissory notes and bills of exchange for the purpose 
of its business, the fact that various kinds of companies have been 
held not to possess any such implied power makes it very advisable 
to endow a company with express power to that effect. 
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Mann, J. found, as a fact, that the promissory note was given 
by the company to Woolf, not for any services rendered to it, but 
on account of costs incurred or to be incurred by the syndicate 
in the High Court action. His Honour, therefore, dismissed the 
action on the ground that the making and delivery of the promis- 
sory note was an act ultra vires the company and that the promis- 
sory note was void. 

Woolf appealed to the Full Court (Irvine, C.J., Macfarlan and 
Martin, JJ.), but his appeal was unanimously dismissed. 

A number of the clauses of the memorandum were qualified by 
the words “for the purposes of the company” or “capable of bene- 
fiting the company,” but clause (r) contained no such limitation or 
qualification. It was argued for the company that clause (r) was 
clearly ancillary to the carrying on of some authorised business 
of the company, but the Full Court held (differing from Mann, J. 
on this point) that the power conferred by sub-clause (r) of the 
memorandum was not merely ancillary to the objects of the com- 
pany set forth in the other sub-clauses, but was an independent 
power enabling the company to draw, etc., negotiable instruments 
for any purpose. 

The Full Court also held that it was for Woolf to show that the 
promissory note was given by the company for good consideration, 
and as part of or in aid of some business transaction of the com- 
pany, and as this had not been done the company was not liable 
on the note. 

The joint judgment of Irvine, C.J., and Martin, J., contains the 
following interesting statement : 

“The memorandum of association shows that this is a trading 
company, and the powers given by clause (r) are intended to be 
used in the way of trade or for business, or under clause (q), for 
charitable purposes. They do not warrant the making of a promis- 
sory note to satisfy the debt of one of its directors, unless for good 
consideration and as a matter of business. Of course, one of the 
main purposes of the memorandum is to enable those dealing with 
the company to know the ambit of its powers, and to save them the 
trouble of inquiring further when an act done by the company 
appears to be clearly within one of the declared objects.... A 
company which has an object such as that contained in clause (r), 
and which gives a promissory note to liquidate a debt of one of its 
directors, which comes into the hands of a holder in due course, 
doubtless would be precluded from denying the validity of such 
note; but, when such a promissory note is held by one who takes 
it with knowledge of all the circumstances, and who is not misled 
in any way, the company can rely on the defence that it was given 
for other than an authorised purpose, and is not binding upon it.” 

In the course of a separate judgment, Mr. Justice Macfarlan said 
that the promissory note having been given by the managing 
director of the company for costs which were in no sense costs 
of the company there was clearly no consideration for the promis- 
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sory note—no consideration between the company and Woolf— 
and on that ground alone the note being in the hands of Woolf, 
who was not a holder in due course, the action failed. 

W oolf v. S. L. Snipe Pty. Ltd. (1936 V.L.R. 22; Argus L.R. 
192). 





The Accountant, Public and Non-Public, His 
Place in the Realm of Commerce 


By H. J. Trist, Esg., F.1.c.a. 


(General President of the Commonwealth Institute of 
Accountants ) 
(A Lecture to the Commonwealth Accountants’ Students’ Society, 
Sydney, on May 27, 1936) 

Accountancy has its foundation in the art of numbering or 
counting, and this art in its crudest form goes back to the dim 
dark ages, almost, as one writer has expressed it, “back to the 
dawn of intelligence among human beings.” 

Even to-day there are crude methods of counting amongst some 
of our semi-civilised races, and it is not with these I wish to deal 
but rather with those civilisations which have played an important 
part in building up trade and commerce. 

It has been asserted that all learning originated in the East and 
so far as commercial learning is concerned we can take it for 
granted that the Chaldean-Babylonian Empire is the foundation. 
As far back as 4500 s.c. Babylonian civilisation had reached a 
high stage of development and the Babylonian language became 
the commercial language of the civilised world. 

It is interesting to note that one of the discoveries of Archae- 
ology at a place called Susa (Shushan, Persian border) is a monu- 
ment on which is inscribed a code of laws promulgated by Ham- 
murabi, who was supposed to reign from 2285-2242 R.c. 

This code contains a number of enactments dealing with com- 
merce which are of interest to accountancy students, i.e. :— 


(104) If the merchant has given to the agent corn, wool, oil 
or any sort of goods to traffic with, the agent shall write 
down the price and hand over to the merchant ; the agent 
shall take a sealed memorandum of the price which he 
shall give to the merchant. 

(105) If an agent has forgotten and has not taken a sealed 
memorandum of the money he has given to the mer- 
chant, money that is not sealed for, he shall not put in his 
accounts. 

Briefly, this means that there has been a memorandum of the 
purchase and sale of goods and a receipt for the money which 
passed hands. 

Many other records of Babylon’s commerce are available through 
the agency of Archaeology in the form of ancient tablets record- 
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ing commercial transactions; these are later supported by records 
from Thebes, Carthage, Athens and Rome. It would appear that 
the Egyptians were more systematic in their methods amongst 
these ancient races, and the scribes or clerks were busy always 
writing orders for delivery and checking in the stores and live 
stock by means of which the taxes were paid. 

It is interesting to note that “internal check” was not unknown 
to these people, and the pictures on the walls of the old tombs 
show that when corn was being brought into the storehouses, each 
sack or bag was filled in the sight of an overseer and carefully 
noted and, when the sacks were carried to the roof of the store- 
house and emptied through the receiving opening, the scribe sta- 
tioned there recorded the number received. So, right down the 
ages, systems of recording or accounting were being evolved, and 
when we reach the second or early part of the first century before 
Christ, it is on record that the mummies of crocodiles disclosed 
accounts properly classified according to their particular require- 
ments. One account of a dining club gives the cost per head, 
exclusive of wine, which is reckoned separately, as also are bread 
and garlands. These accounts, which were in Greek, disclose 
numerous mistakes in arithmetic, which Richard Brown, in his 
History of Accounting, states is not surprising. 

With the advent of Rome as the commercial centre of the 
world, a more complete system of accounting was introduced, more 
particularly regarding national finances, and there is evidence that 
a certain amount of Budgetary Control was exercised by the 
Emperor. 

The Romans in their private lives were careful recorders of 
their domestic transactions and this spirit permeated the nation. 
It may be said that they were responsible for the foundations of 
our mercantile laws of to-day and many of those commercial 
procedures we adopt without question. And so in the passage 
of time a system of accounting was being slowly evolved as com- 
merce expanded and governmental finances became more and more 
involved. 

Accountancy, we are to-day informed, is a science, and it is a 
long hop from the crude Roman methods to those of to-day. It 
is, therefore, only right that I should briefly touch upon some of 
the historical events which mark the progress of this science. In 
the years 1345 and 1349 a French firm, the Freres Bonis of Mon- 
tauban, used its books to obtain a review of its position and make 
up a list of its debtors and creditors. But further particulars of 
the result of their trading the books could not furnish. Still, it 
was a beginning, and from this time onwards progress can be 
traced. It was about 1340 that Double Entry bookkeeping was 
first used ; it was of Genoese origin and was the first step towards 
the establishment of a science. 

It was a natural sequence that the profession of the accountant 
should first manifest itself in the locality where the science of 
book-keeping made such rapid advancement, and much has been 
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written about the history of accountants in Italy. Although, with 
the fall of the Roman Empire, accounting procedures also went 
to pieces, there appears to be an inherent tendency in the Italians 
to revive and strengthen the desire for scientific accounting 
methods. 

The first association of accountants of which we find any 
record, the Collegio dei Raxonati, was founded in Venice in 1581, 
and it is interesting to note the qualifications for membership. 
Only Venetian citizens who had resided in the town for five con- 
secutive years, who were not engaged in any mechanical art, and 
who had not suffered any legal punishment, could at first be 
admitted to membership ; but in 1596 it was decreed that strangers 
might be admitted if they had been resident in Venice for fifteen 
consecutive years. By the year 1669, the influence of the College 
had become so powerful] that no one could exercise the functions 
of an accountant in connection with either public administration 
or the law unless he were a member of the College. The con- 
trollers and revisers of the accounts watched over the register of 
members with power to exclude the incapable and the unworthy. 
Whoever intended to follow the profession of an accountant, 
having obtained from a magistrate a certificate of his fitness for 
admission, had to serve in the office of a public accountant an 
apprenticeship of six years, usually from the ages of eighteen to 
twenty-four, the latter being the age at which membership could 
be obtained. Before submitting to examination, the candidate had 
to obtain a further declaration by a magistrate that he possessed 
the legal requirements. He then presented himself before the com- 
mission of examiners with this declaration, and with a certificate 
by the accountant with whom he had served his apprenticeship, 
as a proof that he had the required capacity. The commission 
was composed of forty-five persons, of whom thirty were account- 
ants. Two-thirds of the commission having decided that the 
candidate should be admitted to the examination, he was required 
to draw by lot two of the questions prepared, and in order to pass 
he had to receive the approval of two-thirds of the commissioners. 
Thereafter he had to submit to a similar examination before the 
controllers of accounts and five learned merchants. If he obtained 
three-fourths of the votes of that body he was granted a certificate 
for admission to the college. 

From this you will understand that the Italians placed a high 
value on accountancy as far back as the sixteenth century, and 
the qualifying examination was, I should say, reasonably stiff. It 
comprised an intermediate and a final section, and whereas the 
intermediate required a two-thirds standard, for the final it was 
three-quarters. 

From the sixteenth century Milan was an important centre of 
accountancy activity, but it was not until 1739 that a College was 
established; the rules for admission required a knowledge of 
economics, commerce and public affairs, a complete knowledge 
of Latin and Arithmetic, practically the equivalent of the English 











36 THE AUSTRALIAN ACCOUNTANT AUG. 


and Mathematics required to-day, a five years’ apprenticeship, 
the attainment of 25 years of age, and an examination in the 
science of accounting. 

With the political events of the time of Napoleon the accountancy 
profession as then organised passed through many vicissitudes, 
and whilst the influence of Italian accountancy was great during 
the sixteenth, seventeenth and eighteenth centuries, it is apparent 
that such influence greatly diminished thereafter. Meanwhile, 
Scotland, at the latter part of the seventeenth century, and more 
particularly in the eighteenth century, was becoming the intellectual 
centre so far as accountancy is concerned, and from its close 
association with the legal profession the accountancy profession 
gradually emerged into an individuality which is, I think, the basis 
of our modern accountancy systems and organisation. At that time, 
and until comparatively recent times, much accountancy work was 
done in solicitors’ offices. 

It is interesting to note that in the book written by Richard 
Brown, c.a., dealing with the History of Accounting, and inci- 
dentally written for the Chartered Accountants of Scotland (pub- 
lished 1905), we find these words applying to conditions during the 
eighteenth century and referring particularly to a directory of 
accountants : 

“Another difficulty arises from the inclusion in lists of 
accountants of the names of gentlemen who were well entitled 
to that designation, but who are found on enquiry to be 
either entirely employed as officials by some institution or to 
have been rather teachers of bookkeeping and accounts than 
practitioners.” 

In this we can detect the tradition which almost binds some of 
our chartered accountants to alienate themselves from those 
accountants who are not in public practice, but I venture to sug- 
gest that conditions prevailing in Scotland in the eighteenth cen- 
tury are quite different from those existing to-day, and traditional 
history is bound to suffer some very rude shocks. 

In 1773 a Directory of Edinburgh contains the names of seven 
persons who were designated accountants, and a year later there 
were fourteen. In Glasgow the first Directory appeared in 1783: 
in it were the names of six accountants, and it was 1807 before the 
number had risen to ten. 

The first professional accountant of whom there is any trace 
was one George Watson, born in 1645, who learned his book- 
keeping in Holland, a very rare accomplishment in those days. 
Watson did quite a lot of philanthropic work which demanded his 
professional knowledge, but he did not neglect his own private 
business. From that time on till 1853 there is record of many 
prominent accountants, and I can confidently recommend a reading 
of Brown’s History of Accountants, where you will find some 
interesting information regarding the particular qualities and 
qualifications of some of those men. 

In January, 1853, the first step was taken towards the formation 
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of an Institute of Accountants in Edinburgh, and at the Annual 
Meeting of that Institute in February, 1854, it was agreed that 
the time was ripe for a petition to Queen Victoria for the grant- 
ing of a Charter. This Charter was eventually granted on 23rd 
October, 1854, to an Institute fifty-four in number. 


Glasgow followed with a Charter in 1855 


Aberdeen ra ae - », 1867 
English Institute —* r »» 1880 
Irish Institute “ Pe » 1888 


A Joint Committee of representatives of the various societies of 
accountants in the United Kingdom was established in 1902. 

In November, 1904, the total membership of the Scottish Socie- 
ties was 906. 

A Chartered Accountants’ Students’ Society was formed in 
Edinburgh in 1886. 

Organised accountancy in England appears to have lagged behind 
that of Scotland, but it is interesting to note that as far back as 
1661 auditors were important persons in the sphere of Govern- 
mental finance, as the following extracts from the Diary of Samuel 
Pepys, who was Secretary to the Admiralty during the reigns of 
Charles II and James II, will show :— 


Extracts from the Diary of Samuel Pepys 


December 10th, 1661. To the office with Sir J. Minnes in 
his coach; but so great a snow that we could hardly pass the 
streets. Then to the Dolphin where Sir J. Minnes, Sir W. 
Batten, and I, did treat the Auditors of the Exchequer— 
Auditors Wood and Beale—and hither come Sir G. Carteret 
to us. We had a good dinner cost us £5 and 6s., whereof my 
share 26s., and after dinner did discourse of our salaries 
and other matters, which I think now they will allow. 


That goes to show that even in those days auditors were to be 
reckoned with, and it appeared to be necessary to take them to 
dinner in order to ensure that their salaries would be passed. Of 
course, we do not approve of such matters nowadays, but in 
Charles II’s time it was quite in order. 

Pepys appears to have taken the line of least resistance in most 
cases ; but was very strong in others. He had a lot to do with con- 
tracts, and so we find another entry :-— 


February 13, 1662. Mr. Cole, our timber-merchant, sent 
me five couple of ducks. 

December 9th, 1667. I met with Auditor Wood’s clerk and 
did some business with him. 

I have already mentioned that the Chartered Institute of Eng- 
land was incorporated and chartered in 1880, but the organisation 
of accountants in England commenced several years prior to that, 
and the Liverpool Accountants, on 25th January, 1870, formed 
the “Incorporated Society of Liverpool Accountants.” Then we 
had Institutes in London 1870, Manchester 1871, Sheffield 1877. 
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Five years after the incorporation of the earlier English Socie- 
ties by Royal Charter as one Institute the Society of Accountants 
and Auditors was formed, and the formation of this Society would 
indicate that there were a great number of accountants whose 
profession was not fully guarded by the existence of the Chartered 
Institute. 

It is noticeable also that about this time the British Colonies 
were also interested in the organisation of the profession. 

On 20th November, 1885, “The Adelaide Society of Account- 
ants” was formed, and in 1889 it changed its name to “The Insti- 
tute of Accountants in South Australia (Incorporated).” Less 
than five months later, “The Incorporated Institute of Accountants, 
Victoria,” was formed and incorporated on Ist March, 1887. With 
the advent of Federation and owing to Australian activities it 
became necessary to give this Institute a broader title and it is 
now “The Commonwealth Institute of Accountants,” of which I 
am sure every member and student in this room is justly proud; 
for if we cannot claim to be the oldest Institute in Australia— 
falling short of this title by five months—we can at least claim 
to be the oldest Australasian Institute, and the oldest operative 
Institute. 

This Institute was the outcome of a meeting of thirty practising 
accountants held in Melbourne on the 12th April, 1886. 

The Queensland Institute followed in 1891. 

The Sydney Institute of Public Accountants in 1894. 

The Tasmanian Institute in 1897; and many others since. 

During the periods I have mentioned, the accountancy profes- 
sion was being organised in America and on the Continent of 
Europe, and a Congress of Accountants was held in Rome in 1879. 

In France there is little or no organisation of accountants, and 
Germany has only lately taken a little interest in the organisation 
of the profession. 

Many other European countries display little or no regard for 
the profession. 

It is of interest to note, however, that the Republics of South 
America have for the past 100 years recognised the profession: 
in the Argentine so long ago as July 12, 1836, it was officially 
decreed that a public accountant must 


(1) be officially declared competent ; 

(2) be 25 years of age and Argentine citizen; 

(3) be of good character and conduct; 

(4) be examined by the Appeal Court as to his knowledge 
of law; and 

(5) be examined in arithmetic and accounting by such per- 
sons as the Government should designate. 


The number of recognised public accountants at that time was 
fixed at eight, but in 1862 the limitation was abolished and the 
profession thrown open, with the result that notaries, and solicitors, 
even in cases where they were incompetent, were encroaching on 
the domain of the accountant: the result was that the profession 
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fell into insignificance, and it was not until 1892 that the College 
of Accountants was founded in Buenos Aires. To-day, owing to 
the commercial relationship with Great Britain, several well- 
known English firms of chartered accountants have representa- 
tion in the Argentine. 

In Uruguay, Peru, Mexico and Chile, accountants are compara- 
tively well known, although in 1905 there was only one firm in 
Chile and the partners were members of the Society of Account- 
ants in Edinburgh. The Scotchmen were always pioneers! 

So much for the historical side of the subject so far as it relates 
to other parts of the world; but let me dwell a little more freely 
with the profession in Australia. As already indicated, the Com- 
monwealth Institute, previously known as The Incorporated Insti- 
tute of Accountants, Victoria, was founded in 1886 and incorpor- 
ated in 1887, and I can safely say that during its 50 years of 
operation it has done more towards the elevation of the profession 
than any other organisation; in fact this is its prime object, but 
let us for a moment consider other objects for which it was formed. 

(a) The inculcation of sound practice; 

(b) The dissemination of professional knowledge; 

(c) The increasing of the confidence of the community in 
the employment of accountants and auditors ; 

(d) The promotion of the interests of the profession. 

In those objects I think you will agree the Institute has been 
faithful to its constitution. 


Its Diploma is recognised and respected not only throughout 
Australia, but in New Zealand and other parts of the world. 

Its examination system is second to none and has always been 
maintained at a high standard. 

Its official organ, with a circulation of 11,000, and its students’ 
societies, are a wonderful medium for the dissemination 
of professional knowledge to those who are sufficiently 
interested. 

Its qualifications are sought to-day by the student because he 
knows that without them his chances of an administrative 
position are somewhat weakened. 

Its membership embraces accountants in all branches of com- 
mercial activity :— 

The Public Accountant, 
The Mercantile or Commercial Accountant, 
The Governmental Accountant. 


Further subdivision of these classes could be mentioned, but 
they are the three main headings, and each class must recognise 
that without the Institute, its organisation, and prestige, he would 
not enjoy many of the privileges with which he is blessed. 

It is only right that I should point out that the prestige of the 
Commonwealth Institute has been built up over the past 50 years 
by the voluntary and honorary efforts of some notable men. It has 
been my pleasure to be personally acquainted with some of the 
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founders, such as Thomas Brentnall, 90 years of age, and said 
to be the oldest practising accountant in the world, Edward N. 
Brown, Arthur W. Cleveland, Thos. J. Davey, C. M. Holmes, 
J. McA. Howden, and Geo. Selby. 

It was men like these who felt that they must do something for 
posterity, and the monumental nature of their work is such that 
all must admit that the nominal subscription we pay annually is 
nothing compared with the valuable service rendered by such men 
as I have mentioned in order that we might possess the hall-mark 
of efficiency granted by such a reputable organisation. 

Mention of the hall-mark of efficiency brings me to another 
phase of my talk and at this stage I wish to enjoin you, whether 
you are students or fully qualified members of the Institute, to 
learn to put into practical effect the knowledge that enabled you 
to qualify. Don’t be just a cog in some commercial wheel, but 
give the lie direct to those who would sneeringly refer to you 
merely as glorified bookkeepers. Show the commercial community 
at large that your knowledge, properly applied, will play a valuable 
part in the evolution of a more scientific system of handling com- 
mercial transactions, and a more complete co-ordination of business 
methods efficiently handled. 

I have already indicated in my historical remarks the reason 
why the public or chartered accountant holds himself generally 
aloof from the non-public and commercial accountant. This atti- 
tude is traditional, and even the historian deals mainly with the 
public accountant and pays little attention to the employed account- 
ant. I venture to suggest, however, that the conditions existing 
to-day, conditions that have resulted mainly from the efforts of 
such Institutes as ours, demonstrate that there are many non- 
public accountants who, in their specialised work, could confound 
and confuse many of the public practitioners. It is true that the 
public accountant, by reason of the varied nature of his practice, 
is better equipped as an advisor on general matters of finance and 
organisation, but it is an age of specialisation, and large businesses 
are calling for men who can handle not only the finance and records 
of their particular class of business but who can assist in the 
administration in such a way that the maximum return can be 
obtained for all expenditure. Qualified men are necessary for this 
work and often it will be found that co-operation between the 
specialist accountant on the job and the public accountant in an 
advisory capacity is necessary to achieve satisfactory results. It 
is in this regard that the traditional aloofness of the public account- 
ant must give way to the new order. The old days of the public 
accountant being the only qualified practitioner have disappeared 
and to-day qualified men are an essential adjunct to large business 
undertakings. A great number of those qualified men are members 
of this Institute and it is my desire to-night to impress them with 
the necessity of upholding the traditions of the Institute to which 
they belong and give nobody the opportunity of describing them 
as mere bookkeepers. To do this it is necessary that a fuller 
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application of the knowledge they have acquired shall be practised 
in their particular venue of business; this may mean study of a 
post-graduate nature, but we must remember that accountants are 
or should be always students if we are to keep abreast of that 
ever-changing commercial scenery. 

At the International Congress on Accounting held in London 
in July, 1933, Professor Annan, c.a. (Professor of Accounting 
and Business Methods, Edinburgh University), is reported to have 
used these words :— 

“It may be said that accountants do not require to be reminded of the 
many ways in which they serve commerce in the course of their practice 
and that the manner in which they have been complimented in the past is 
sufficient proof that their services are effective. It is not putting it too high 
to say that we accountants have been hailed as a heaven-sent profession 
without which commercial undertakings and other institutions not excluding 
the State itself would be very badly off. Indeed we have been told this so 
often that we should be excused if we accepted it without reserve and made 
no attempt to ascertain for ourselves if, as a popular belief, it is justified 
or not. We need not quarrel with those who eulogise us but lest we should 
fall into the unpardonable crime of self-complacency, it is well that we should 
take ourselves to task at times and consider whether in spite of the many 
useful functions we do perform, there are any ways in which we might be 
falling short. We should in fact consider carefully if our service to com- 
merce might be improved, and if so, by what means that improvement can 
be best effected.” 

Those words of Professor Annan may be applied to both public 
and non-public accountants. I prefer the term “public” to “prac- 
tising” because it matters not whether a qualified accountant is 
employed by an important organisation or offers his services to 
the public at large, he still practises his profession; the only differ- 
ence should be that the public accountant, owing to his wider and 
varied experience, should’ be in a better position to advise. 

Professor Annan, in the remarks I have quoted, refers to “the 
unpardonable crime of self-complacency,” and I am afraid this 
crime is committed by too many of our graduates. A certificate 
nicely written does not in itself make you an accountant, it only 
demonstrates to commerce that your mind has been trained to 
absorb the principles upon which the science of accountancy is 
based and to give expression to your mental achievement by suc- 
cessful answers to a comprehensive examination. Application is 
just as important as the factors I have already mentioned and in 
this regard there is a tendency for students of accountancy to com- 
plete their examinations without thought of their ability to apply 
the knowledge they have gained. 

There is no particular reason why the public accountant should 
be the only class to apply the principles of accountancy in the 
broad sense, for these principles can be applied to most businesses, 
and it is the duty of the non-public accountant to be of the utmost 
possible service to the institution or organisation to which he 
belongs or which he serves; he should be an administrator and 
not a mere clerk, and if he is of outstanding ability he may find 
his services more lucrative in the sphere of public accountancy. 

I hear someone say that the sphere of public accountancy is 
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already overrun; it is true there is a vast number of public account- 
ants practising in the Commonwealth, but with the age of special- 
isation fast approaching the practical knowledge of the operation 
of such branches of accountancy as costing, and the use of statis- 
tical records in business, and other specialties, is best gained out- 
side the sphere of public accountancy, but it will be found a most 
remunerative avenue for employment in a public capacity in the 
near future. There is, in my opinion, still room for the public 
practitioner in the avenue where personal relationship between 
principals—both client and accountant—is an essential factor. 

For this reason we will find that men with specialised knowledge 
will from time to time desire to enter the sphere of public account- 
ancy, and it is institutes such as the Commonwealth Institute which 
are best able to protect them and give them status. This Institute 
will not resolve itself into a non-practising Institute. Public 
accountants will emerge from commercial spheres, and who has the 
right to debar them? 

We must not be swayed by the popular conception of an account- 
ant in the minds of those who do not understand the true value of 
accountancy principles. In some quarters we are looked upon as 
excrescences, almost parasites, particularly by those whose way in 
life has been easy and financial troubles have never beset them to 
the extent that they have needed our services. As a matter of fact 
this false conception is a very old one and as far back as 1875, Mr. 
Justice Quain, in referring to the intrusion of public accountants 
into the realm of bankruptcy, remarked :— 

“The whole affairs in bankruptcy have been handed over to an ignorant 
set of men called accountants which was one of the greatest abuses ever 
introduced into law.” 

A bookkeeper has been described as one who keeps books; but 
an accountant is one who determines how they shall be kept. The 
planning of an accounting system in modern business demands 
a knowledge of mechanical accounting if efficiency and economy 
are essential factors; and, in this regard, there is still plenty of 
room for research. Even where mechanical accounting can be 
applied it is often found that the initial outlay is vetoed by an 
administration who would think nothing of wasting double the cost 
on unproductive advertising with the idea of promoting sales. 
The lack of co-operation between sales administration and financial 
or accounting administration is most noticeable, and much work 
of an educational nature must be performed to remove this retard- 
ing influence. Accounting methods, properly organised, can be 
used as a means of sales production, and furthermore, can be 
utilised as a vital factor in creating and maintaining goodwill. 

How often do we find that faulty accounting is responsible for 
friction with valuable customers. True, it is not always the cus- 
tomer that is right, but the misunderstanding could very often 
be avoided by clear and concise methods of rendering accounts 
and diplomatic method of collection. I have in my mind the ques- 
tion of post-dated transactions and the variety of methods utilised 
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to deal with them: some include them specially marked, requiring 
their deduction on the statement before payment; others omit 
them until the date to which they are post-dated; but the system 
which gives the greatest satisfaction to both customer and creditor 
is that which includes all transactions and summarises the state- 
ment in such a manner that the customer can tell at a glance his 
total indebtedness and also the amount he has to meet immediately. 
I mention this particular phase because I think it is a common 
cause for friction between debtor and creditor, and you will 
generally find the sales staff only too anxious to blame the account- 
ancy staff for loss of business. 

There is no reason why there should be any gulf between the 
accountancy and the sales organisation in any business, and I think 
the time is fast approaching when in all important businesses the 
sales organisation training will include some instruction in co- 
operation with the accountancy organisation and vice versa. The 
presence of qualified accountants on boards of directors has, from 
my personal knowledge, already played an important part in pro- 
moting a spirit of co-operation between sales and accountancy, 
and the effect of this has been increased efficiency in both depart- 
ments, with greater satisfaction to the customer. Greater satis- 
faction of the customer must of necessity mean enhanced goodwill. 

The salesman who sells a customer goods that he cannot pay 
for in the stipulated period of credit and the accountant who 
demands payment by that customer unreservedly within the credit 
period are both a serious menace to the goodwill of any business. 

I think it is a job for the accountant to inaugurate the propa- 
ganda which is going to bring about the harmony with selling 
organisations. To do this he must demonstrate his ability as an 
administrator; he must prove that he is something more than a 
clerk; he must, by the practical application of the science he has 
carefully studied, claim the respect of all departments of commerce. 

These remarks apply alike to the public as well as the non-public 
accountant and the co-operation of the public accountant with the 
commercial or non-public accountant is an essential factor in 
bringing about that happy state of affairs to which I have referred. 

During these somewhat scrappy remarks I have referred freely 
to the practical application of the science of accountancy and in 
this regard I can perceive the development of a vocational test for 
accountants ; this may not come in my time, but it is evident that 
many certified accountants are not suited to the particular business 
in which they have found themselves. It does not follow that 
because a man is a good cost accountant he would also be a good 
administrative accountant, and the fault of placing square pegs 
in round holes will in time I think be remedied by a vocational 
test which will materially assist in the classification of accountants. 
True it is that some certified accountants should never have been 
accountants at all and a vocational test before they commenced 
their studies might have been their salvation. The childish desire 
to be a tram conductor or an engine-driver, or even a postman, 
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sometimes is a clearer indication of the proper avenue for employ- 
ment than that finally chosen. 

A tram conductor can become a director of transport. 

An engine-driver can become a Railway Commissioner. 

A postman can become a director of post and telegraph 

services. 
For my part, as a small youth I had a keen desire to work in a 
foundry ; perhaps, if I had I would have become a grease spot. 
In these remarks I have tried to interest you not only in the his- 

torical and traditional side of accountancy, but I have tried to 
impress upon you the necessity for upholding those traditions 
which have been established for your benefit, remodelling and 
remoulding them to suit the change which time has brought about. 
I am appealing to you to take a keener interest in your profession 
in order that accountancy will be respected by the commercial 
community, and if I have made you think on these lines I feel 
my puny effort has not been in vain. 





Students’ Section 


DIARY OF FORTHCOMING LECTURES, Etc. 
Edited by O. R. MacDona cp, A.I1.c.A. 
Victoria 
September 7 and 21.—Statistical Group. 
Commonwealth Institute Post-Graduate Study Group 

The following are the dates fixed for the meetings of the Fed- 
eral Institute of Accountants’ Students’ Society for the remainder 
of 1936:— 

September 21.—“Law of Contract,” Mr. F. F. Clausen, Deputy 
Commonwealth Crown Solicitor. 

October 19.—‘“Executorship Accounts,’ Mr. S. H. Mason, 
L.I.C.A., A.A.LS., A.C.A.A., of Hemingway and Robertson Pty. Ltd. 

November 16.—‘Costing Principles and Practice,” Mr. L. A. 
Schumer, A.I.C.A., F.A.1.S., F.C.A.A. 

December 14.—‘Bookkeeping,” Mr. R. Adamson, A.F.1.A., 
editorial manager, Hemingway and Robertson Pty. Ltd. 

Meetings will be held in the Board Room, Collins Gate, Collins 
House, 360 Collins Street, Melbourne, commencing at 7.45 p.m. 

Syllabus of meetings of the Commonwealth Accountants’ Stu- 
dents’ Society (Victorian Division) is not available at the time of 
going to press. 


COMMONWEALTH ACCOUNTANTS’ STUDENTS’ 
SOCIETY 
Victorian Division 
Syllabus.—By the time these notes appear in print it is expected 
that the syllabus for the remainder of 1936 will be in the hands of 
members. An interesting programme of meetings is being 
arranged. 
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Mr. E. G. Francis.—It is with very deep regret that we record 
the death on July 13, after a short illness, of Mr. Ernest Gregory 
Francis, A.1.c.A., secretary of the Melbourne Steamship Company 
Limited. Mr. Francis was a member of the Society from its 
inception in 1898, and always took a very active interest in its 
operations. He was for some years a member of the Committee. 
He took a particularly prominent part in the work of the Econo- 
mics Class conducted in the years 1924 to 1934, during which 
period he was absent from its meetings on only one or two occa- 
sions. He relieved the various class secretaries of much of their 
work, being always willing to undertake any part of their duties. 
He was regarded as the unofficial leader of the class, and his 
enthusiasm, and assistance to tutors and class members, contri- 
buted in a very large measure to its success. His kindly and 
unassuming nature endeared him to all who knew him, and his 
many friends will feel their loss deeply. To his relatives we 
tender our sincere sympathy. 


Mr. Eric J. Ingram.—The Society has suffered a great loss in 
the death of Mr. Eric J. Ingram, B.com., A.1.c.a., manager for 
Victoria of Burroughs Ltd., and a Past President of the Society. 
Mr. Ingram had been seriously ill a few months previously, but 
had made a good recovery, and on June 20 sailed for America, 
intending to have a six months’ holiday before resuming his pro- 
fessional duties. It is with deep regret that we have to record his 
death at Los Angeles, U.S.A., on August 2. 

Mr. Ingram joined the Society in 1914, and always took an 
active interest in its operations. He was elected to its Committee 
in 1926, and was President in the year 1934-1935. He was for 
two years tutor of the class'in Economics. 

His progressive outlook and organising ability were of great 
value to the Society, as well as to the many other educational and 
social organisations with which he was identified, and his loss will 
be keenly felt. To his relatives we tender our deepest sympathy. 


Printed Lectures——The lecture delivered last year by Mr. J. G. 
Norris, Lt.M., on “Bankers, Cheques, and the Bills of Exchange 
Act, 1909-1932,” has been published in pamphlet form, and has 
been supplied to all members. Non-members may secure a copy 
on payment of 1/- to the Secretary of the Society, 314 Collins 
Street, Melbourne, C.1, but financial members of any associated 
Students’ Society may obtain it at half-price. 

The publication, “Just Before the Examination,” by Mr. E. 
Pyke, F.1.c.A., is now well advanced, and will be supplied to mem- 
bers at an early date. 


New South Wales Division 
Inspection of Ford Motor Assembly Plant 


When it was announced that, by courtesy of the Ford Motor Co. 
of Aust. Ltd., their new and up-to-date assembling plant at Home- 
bush was to be made available for inspection to the members of 
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the Commonwealth Accountants’ Students’ Society and their 
friends on the evening of Wednesday, July 1, it was expected 
that the visit would prove an attraction for a large number of 
members. The response, however, exceeded the most optimistic 
anticipations, over 600 signifying their intention of attending, and 
as only about 100 could be conducted through the factory conve- 
niently at one time, it was necessary to divide the number into 
several parties, and to extend the visit over several evenings. 

As the premises are situated a dozen miles or so from the city, 
transport of members and their friends to and from the works 
presented a problem, which was solved by car-owner members 
placing their cars at the disposal of the Society for the occasion, 
an action worthy of the highest commendation and grateful 
appreciation. 

The buildings, offices and plant are of the most modern type, 
and members had ample opportunity of observing the many stages 
in the assembling of the product, as explained by the company’s 
representatives. Bodies, chassis, and motors in different stages 
of completion, as left on the various lines at the close of the day’s 
operations, bore eloquent testimony to the co-ordination and pre- 
cision with which the different units are made into the finished 
product. 

The students were shown the comfortable messroom provided 
for the workmen, and also had an opportunity of observing the 
modern office in operation. 

After inspecting the works, the students were conducted to the 
efficient theatrette on the premises, where they were entertained 
with highly interesting talkie pictures depicting the processes in 
the manufacture of Ford products at both the English and Ameri- 
can factories, and also a film entitled “From Land’s End to John 
o’ Groats,” which very effectively described the creditable perform- 
ance of two Ford stock models over the many severe tests of that 
famous journey. 

Mr. P. H. Dyson, Hon. Secretarytof the Society, moved a 
hearty vote of thanks to the Ford Company, and the representa- 
tives thereof, for the privilege of such an interesting and enlight- 
ening visit, and for their cordial reception and the courtesy which 
they had extefided to the visitors. 

Too much praise cannot be given to our worthy Hon. Secre- 
tary, Mr. P. H. Dyson, for the capable manner in which he organ- 
ised the transport and other arrangements in connection with the 
visit. 

THE FEDERAL INSTITUTE OF ACCOUNTANTS’ 
STUDENTS’ SOCIETY 


Annual Meeting 

Mr. C. R. B. James, Vice-President, was in the chair at the 
twenty-second Annual General Meeting of the Society, held in 
the Board Room, Collins House, on Monday, July 20, 1936. 

In moving the reception and adoption of the Annual Report 
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and Balance Sheet, copies of which had been posted to all mem- 
bers, the chairman referred to the particularly successful year the 
Society had experienced. Although expenditure had exceeded 
revenue for the year, the Society was still very strong financially. 
Two important innovations were the change of name and the 
decision of the Council to award scholarships and trophies to 
members sitting for the examinations of the Federal Institute. 
As was mentioned in the report, the new journal, The Australian 
Accountant, was being supplied to members, who he felt sure 
appreciated the space specially set aside for their interests. The 
continued support and interest of the State Board of the Institute 
was very encouraging to the Society. 

Mr. James then declared the following officers elected for the 
financial year ending June 30, 1937 :— 

President, Mr. A. L. Prendergast, F.F.1.a.; Vice-Presidents, 
Messrs. C. R. James, r.F.1.a., S. M. Richardson, F.F.1.a., T. H. 
Green, A.F.1.A., Chas. Storey, A.F.1.A.; Treasurer, Mr. R. V. Cot- 
tingham; Assistant Secretary, Mr. D. Donaldson; Auditor, Mr. 
W. D. Macgregor, a.F.1.a.; Secretary, Mr. R. E. Gregory, 
A.F.1.A.; Council, Messrs. R. A. Archman, A.F.1.4., F. W. Bett, 
A.F.LA., A. S. McColl, a.r.1.a., A. H. Thomas, a.r.1.a., C. K. 
Davies, S. Hoare, C. A. Reid. 

At the conclusion of the business, the Chairman called on Mr. 
W. S. Johns, B.A., A.F.1.A., tutorial manager of Hemingway and 
Robertson Pty. Ltd., to deliver an address entitled “This Study 
Business,” which was closely followed by the large gathering 
present. 

Mr. Johns pointed out the vast difference between “wishing”’ 
and “willing,” and gave some humorous and remarkable examples 
of students with these attributes. He told us of the student who 
came along, full of enthusiasm, to tell him that he was going to 
cut out all social engagements and settle down to some hard work 
prior to the examinations, and, when asked when he was sitting. 
replied “Next week.” The one and only road to success is by hard 
work and “sticking to it.” 

Suggested plans for note taking and revision were distributed 
to all present, and Mr. Johns went on to amplify these during his 
talk. 

Although the meeting went on till 10 p.m., interest was 
unabated, and the way in which the vote of thanks, proposed by 
the Chairman, was carried, indicated the appreciation of the 
audience. 


MAY, 1936, EXAMINATIONS OF THE FEDERAL 
INSTITUTE OF ACCOUNTANTS 
The following are comments made by the various examiners in 
the subjects set out hereunder on papers examined by them in 
the above examinations :— 
Final Company Law.—Failure of many candidates to fully study 
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each question before answering. This, in my opinion, was respon- 
sible for the low percentage of successful candidates. 

The extremely careless way candidates set out their work. In 
a number of cases it was nothing short of disgraceful. This type 
of work will be more severely penalised in the future. 

Answers to questions, although in some cases to be answered 
briefly, should be full enough to show an intelligent appreciation 
of the question. 

Final Bankruptcy Law.—. . . . Although the paper was not an 
exacting one for final students, some of the candidates possessed 


a very meagre knowledge of the subject. 
. ... The trouble seems to be with most of the candidates the 


lack of proper foundation, and hence the difficulty of intelligently 

appreciating the purport of the respective provisions of the law. 
Taxation.—Students showed a good knowledge of the law of 

taxation, but a poor one in working out practical questions. 


THE ACCOUNTANCY STUDENTS’ SOCIETY OF 
SOUTH AUSTRALIA 


An amalgamation has been effected of the Students’ Societies 
of the Commonwealth and Federal Institutes. A new constitu- 
tion has been approved, and the name of The Accountancy 
Students’ Society of South Australia has been adopted. 

At the inaugural meeting, held on July 9, the following office- 
bearers were elected :— 

President: Mr. L. C. Knight, a.¥F.1.A., A.1.C.A. 

Vice-Presidents: Messrs. P. J. Griffith, r.r.1.a., and V. O. 
Burchell, L.1.c.A. 

Council: Messrs. B. R. Macklin, R. S. Howland, K. W. Pack- 
ham, A.F.1.A., and K. G. Wenzel, A.F.1.A. 

Auditor: Mr. A. Bartholomew, A.F.1.A. 

Secretary: Mr. J. R. Sabine, a.r.1.a. 

Mr. D. Claude Robertson, B.com., A.1.c.a., of Melbourne, gave 
an address on the amendments introduced by the Commonwealth 
Income Tax Act, 1936, which came into operation on June 2. 

Mr. Robertson’s lecture was most informative, and he was 
accorded a hearty vote of thanks. 


THE ACCOUNTANTS’ AND SECRETARIES’ EDUCA- 
TIONAL SOCIETY (QUEENSLAND) 


July Meeting.—At the monthly meeting, held on July 8, several 
members contributed short papers dealing with points arising 
under the new “Federal Income Tax Assessment Act.” The 
speakers were Messrs. A. W. Fadden, E. P. Griffin, R. W. Ralph, 
E. D. Summerson and W. S. Custance. There was a very good 
attendance. The papers delivered were of a very interesting and 
instructive nature, and members derived a considerable amount of 
knowledge by attending. The papers submitted are being printed 


by the Society. 
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August Meeting.—The lecturer arranged for the meeting on 
August 12 was Mr. M. R. Allen, Queensland manager for 
Hemingway and Robertson Pty. Ltd., and the subject, ““Co-opera- 
tion Between the Accountant, Secretary and Auditor.” 





Snapshots in Executorship Accounts 


II.—ANNUITIES 
By Ronatp A. Irisu, Chartered Accountant (Aust.) 
Author of “Practical Auditing,” Etc. 


A rather complicated feature of executorship accounting is pre- 
sented by the subject of annuities. A testator directs payment 
of an annuity from his estate without exact legal specifications as 
to its source, and so increases the sheaf of already complex dicta 
on the various points. 

It is possible, however, to glean from the various cases and 
decisions certain broad lines of thought which can be said to be 
generally applicable. 

The accountant finds that an annuity is usually stated to mean 
“a sum of money payable yearly, under a will, to an individual 
either for a term of years or for life,” but the term also embraces 
similar payments made under an instrument of trust. 

The executor is commonly instructed to act under one of the 
following directions :— 

1. To pay the annuity out of the income arising from the 
residuary estate. 

2. To purchase an annuity (from an insurance company). 

3. To set aside and invest a fund sufficient to yield the 
requisite annuity. 

The first method is essentially simple as far as bookkeeping is 
concerned. <A debit is made to general income account, and a 
corresponding credit to the personal account for the annuitant. 
This liability is satisfied by one or more cash payments during 
the year. 

Actually the first method is not so simple from the legal angle. 
General rules enunciated by the learned Judges bring to light 
that, in the absence of contrary directions in the will, an annuity 
has a first claim on the income remaining after payment of 
expenses. If the income happens to be insufficient in any one 
year, any arrears of annuity cannot be recouped out of future 
income—nor out of capital. 

If, instead of directing payment out of income only, the will 
orders that the annuity shall form a charge on capital and income, 
any deficiency in general income to meet the annuity will be 
debited to capital (or corpus) account, but corpus cannot be 
recouped out of future income. 

In another variation, no directions are given in the will as to 
source of payment, in which case the general income stands the 
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annuity, and in case of deficiency, capital account is debited as 
in the previous case, without right of recovery from future income. 


Purchase of Annuity 

The second method of purchasing an annuity is commendable 
for its equity. It is, in effect, a vested legacy, and the annuitant 
can elect to take the annual income or the capital sum necessary 
to purchase the annuity. 

This instruction in a will simplifies matters for the trustee, 
who withdraws the money and purchases the annuity from a repu- 
table insurance company, which then pays the income to the 
annuitant as arranged. In his books the trustee treats the pay- 
ment in the same way as a general legacy. 

Furthermore, the discharge of an annuity in this manner pre- 
vents subsequent difficulties apparent under the previous methods 
outlined when income is deficient, etc. 


Setting Aside Funds 

A provision sometimes made in a will is to the effect that the 
trustee shall set aside and invest a fund sufficient to produce the 
annuity. 

The writer has seen complications arise under this method 
through failure of the trustee to earmark the fund and the cor- 
responding investment. The procedure should be as follows :— 

1. Debit estate account and credit annuity fund account 
with amount necessary to produce annuity. 

2. Either withdraw cash and invest it, or set aside invest- 
ments, debiting an annuity fund investments account. 

3. The income received from year to year is paid to the 
annuitant. 

4. On the death of the annuitant the investments are trans- 
ferred back to the general estate. 


An important variation of the directions to the trustee is where 
the residue of an estate has been left to someone for life, and to 
remaindermen, and an annuity is directed to form a first charge 
on such residue. The English case, Re Perkins, is followed in 
this set of circumstances. 

It is evident that such an annuity is a charge against the 
interests of both the life tenant and the remaindermen. Re Per- 
kins decided that the following procedure should be adopted :— 

It must be ascertained, as each annuity payment falls due, what 
sum invested at 4 per cent. per annum simple interest on the day of 
testator’s death would produce the instalment then due. The sum 
so found will be capital, the balance will be income. 

An example should make this important decision clear. 

Brown dies on January 1, 1936, having covenanted to pay to 
his mother an annuity of £100. He bequeathed the residue to 
his wife for life, and to his children as remaindermen, the annuity 
being charged on the residue. 
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The apportionments to take place on December 31, 1936, and 
December 31, 1937, are shown hereunder :— 


Dec. 31, 1936. Annuity £100 


100 : 

— in 

104 100= £96 3 1 capital 

4 , 

a=» = 

io4 100 3 16 11 income 
£100 0 O 


Dec. 31, 1937. 


100 : 

— x = 

i08 100= £92 11 10 capital 

8 : 

— XxX = 

108 100 7 8 2 income 
£100 0 O 


It is noted that the charge against income is an increasing one, 
which is quite equitable. If the whole annuity were paid from 
capital at January 1, 1936, the life tenant would lose the income 
on £100 for the first year. Actually the money has produced 
income during the first year which has been credited to income 
account, hence it is only fair that the due proportion of the 
annuity should be debited to income. 

By the end of the second year the life tenant has received credit 
for income on £100 for two years, and therefore must be debited 
with an increased annuity charge. This is why the charge against 
income is an increasing charge. 

In conclusion, this rule applies only where there is a specific 
direction in the will charging residue with payment of the annuity. 
Failing such a direction, the duty of the trustee is to set aside a 
fund to produce the annuity. As mentioned previously, the 
amount of this fund is ascertained actuarially and specially ear- 
marked. 

Sufficient has been said in this brief outline to convince students 
that close analysis of the phrasing of examination questions is 
necessary to ensure correct interpretation. 





Taxation Section 
Edited by J. A. L. Gunn, F.1.c.a. 


In this issue appears an extremely interesting article by 
“A.F.I.A.” on Deductions. In particular, his exposition of the 
Federal practice relating to the apportionment of State income taxes 
paid deserves careful study. I fear that the practice in all States is 
not uniform, and the views of interested readers would be 
appreciated. 

An article by our Tasmanian Correspondent, Mr. A. R. Hewer, 
also appears in the current issue. This deals with the taxation of 
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companies and dividends under the Tasmanian law, and will be of 
interest, not only to local readers, but to all those who have trade 
relationships with that State. Articles from local contributors 
dealing with the taxation of companies and dividends in other 
States will be published in later issues of the Journal. 

There is also an article by “Evets,” a Western Australian con- 
tributor, on “Suggestions for Simplifying the Preparation of Taxa- 
tion and Other Returns.” 





DEDUCTIONS IN ASSESSMENTS 
By “A.F.1.A.” 
Deductions in Case of Composite Incomes 

Section 50 of the Income Tax Assessment Act No 27 of 1936 
re-enacted the provisions of Section 23 B of the Income Tax 
Assessment Act 1922-1934. 

The Section reads as follows: 

50. Where the assessable income is derived from more than one of the 
following classes of income, that is to say, income from personal exertion, 
income from property other than dividends, and income from dividends, the 
following provisions shall apply to all allowable deductions except the 
statutory exemption: 

(a) where a deduction relates directly to the income from dividends, it 
shall be made successively from that income, from the other income 
from property, and from the income from personal exertion ; 

(b) where a deduction relates directly to the income from property other 
than dividends, it shall be made successively from that income, from 
the income from dividends, and from the income from personal 
exertion ; 

(c) in all other cases, the deduction shall be made successively from the 
income from personal exertion, from the income from property other 
than dividends, and from the income from dividends. 

The application of the provisions under this section have caused 

a considerable amount of confusion. 

Where the deductions are clearly applicable to any particular 
class of income no difficulty will be experienced in correctly claim- 
ing such deductions from the relevant income. 

If interest is paid on a bank overdraft or other loan raised to 
purchase shares, the interest payable thereon is clearly allowable 
from the dividend income, but if the overdraft or loan has been 
utilized for the purpose of meeting current business expenses, the 
deduction would be allowable from personal exertion income. 


Examples: Income— 
Gross Business Income .. £1,000 
Interest received .. .. .. .. 200 
Oe 200 

£1,400 

Deductions— 
Interest on overdraft .. .. £170 
SD Seb abe tee. ie oe! 
Business deduction .. .. .. 400 
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_ A.—Assuming that overdraft is in respect of monies invested 
in share holdings the assessment would be: 











P.E. Pty. Total 

Gross Income .. .. .. .. £1,000 £400 £1,400 
Deductions .. eee 500 170 670 
a re £500 -. £230 £730 
Statutory Exemption .. _- 10 10 
Taxable Income .. .. £500 £220 £720 








Of the taxable income only £30 (£200 — £170) is applicable to 
dividends and the rebate under Section 46 would be based on that 
figure. Statutory Exemption is allowable first from property 
income other than dividends (Section 81). 

B.—Assuming that overdraft is in respect of business enterprise 
the assessment would be: 











ra, Pty. Total 

Gross Income .. .. .. .. £1,000 £400 £1,400 
eee eee 670 — 670 
Diet Emcome .. .s so oe £330 £400 £730 
Statutory Exemption _- 10 10 
Taxable Income .. .. £330 £390 £720 








In this case the whole of the dividend income included in assess- 
ment would be subject to rebate under Section 46. 
C.—Assuming that overdraft is in respect of both business 
enterprise and share holdings the assessment would be: 
P.E 








EB. Pty. Total 

Gross Income .. .. «. .. £1,000 £400 £1,400 
SO erases 568 102 670 
Beet TMGOMNE 2. «2 2 2 £432 £298 £730 
Statutory Exemption .. -- 10 10 
Taxable Income .. .. £432 £288 £720 





Rebate under Section 46 would be based on £98, i.e., £200 — 
£102. 

Note.—For purpose of dissecting interest applicable to business 
and dividend incomes it has been assumed that the capital invested 
is £2,000 and £3,000 respectively. In the absence of complete 
details the dissection would probably be made on the basis of 
income returned from each source. 

The difficulty in the application of the provisions of the Section 
is not apparent in examples “A” and “B” cited above as in each of 
those cases the deduction is clearly applicable to a particular class 
of income. In example “C” where the bank overdraft is used both 
for the purpose of purchasing shares and also to finance current 
business expenses, that part of the interest payable which is applic- 
able to any particular class of income is not so readily ascertained. 

In the dissection as made in example “C” the apportionment has 
been based on the amounts of capital utilized in each investment 
but where the taxpayer can clearly demonstrate the proportion of 
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the overdraft which is applicable to each class of investment such 
particulars should be forwarded with his return and the claim for 
deduction in respect of interest paid should be based thereon. 

Another apportionable deduction which presents difficulties is 
that of State Income Taxes. 

The Return Form provides for the deduction of State Taxes 
applicable to Personal Exertion or Property incomes and the cor- 
rect preparation of the Return Form will obviate approximate 
apportionments by the Department. 

In the event of the claim for State Income, Unemployment Relief 
and Special Taxes being grouped under one heading and claimed 
from one class of income the Department has to dissect the amount 
claimed and allocate it to the various classes of income to which 
it is applicable. Such dissection is generally made on the basis of 
income derived during the previous year (1.e., on the basis of the 
income of the year in respect of which the taxes are paid). 

Assume that the following are the returned figures for the years 
indicated : 


Year ended Year ended 
30/6/1934 30/6/1935 
Income— 
ae £600 £600 
Interest .. .. .. .. 200 220 
Dividends .. .. .. 300 380 
NE cela” acai. aa 200 210 
£1,300 £1,410 
Deductions— 
Children .. .. .. £50 (P.E.) £50 
State Taxes .. — 80 
OS eee ee, 20 
Life Insurance .. 30 (P.E.) 30 
Interest .. ...... SD 290) 
Insurance .. .. .. B® 20 
—- 460 — 490 
£840 £920 








For the purpose of assessment of income derived during the year 
ended 30/6/1935 the amount of tax paid (£80) would be dis- 
sected on the basis of net income of the year ended 30/6/1934 and 


would be arrived at as follows: 

As a deduction from Personal Exertion =. of 80 = £50 

As a deduction from Property Income ss of 80 = £30 
The assessment for the year ended 30/6/1935 would appear as 
follows: 








Pe. Pty. Total 
Gross Income .. .. .. .. £600 £810 £1,410 
eee eee 130 360 490 
Net Income .. .. .. £470 £450 £920 


Statutory Exemption or 
Taxable Income .. .. £470 £450 £920 
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It will be seen that such apportionment is not strictly accurate as 
no cousideration has been given to the fact that different classes 
of State Taxes—Income Tax, Unemployment Relief Tax and 
Special Tax—are calculated on different bases. Again the differ- 
ing rates of Income Tax for Personal Exertion and Property 
Income would allow only an approximate apportionment to be 
made. Any differences of opinion between the taxpayer and the 
Department will be obviated if notices of assessment showing the 
amounts of tax paid during the relevant year are forwarded with 
the returns. 

A further dissection of tax applicable to Property income would 
be necessary to arrive at the rebate allowable on dividend income. 
This would apply only to Unemployment Relief and Special Taxes 
in respect of income derived in those States which do not impose 
a State Income Tax on dividends. 

Assuming that the amount of £80 State Taxes as set out in 
the foregoing example was made up of State Income Tax £40, 
Unemployment Relief Tax £30 and Special Tax £10, the appor- 
tionment thereof would be as follows: 

State Income Tax— 
P.E.: “2 of 40 = £30 Pty.: o of 40 = £10 
In this calculation the amount of dividend income (£300) 


and the amount of interest paid deemed applicable thereto 


= of 300= £ 129) have been excised. 
700 
Unemployment Relief Tax— 
600 ~_ _ 320, = 
P.E.: 920 of 30 = £20 Pty.: 920 of 30 £10 
Applicable dividend income 
300 a 
620 of 10 = £5 
Special Tax— 
600 320 
:— = 2 — of = £4 
P.E.: 920 of 10 £6 Pty 920 ° 10 


Applicable dividend income 


of 4= £2 

It should be noted that in apportioning Unemploment Relief and 
Special Taxes the basis is changed slightly as concessional deduc- 
tions are not allowable in respect thereof. 

It has often been suggested that State Taxes are an expense not 
incurred in the production of assessable income and therefore fall 
into the ambit of concessional deductions. If such is the case the 
deduction would first be allowable from Personal Exertion income. 
It would therefore appear that the Department is adopting a liberal 
attitude in allowing the deduction from that class of income to 


which it relates. 

















56 THE AUSTRALIAN ACCOUNTANT AUG. 


Other concessional deductions such as rates on private residence 
or vacant land, calls on mining shares and in fact any deduction, 
other than State Taxes, which is not incurred in the production of 
assessable income, but are specially provided for in the Act come 
within the provisions of Section 50 (c) and the deduction shall be 
made successively from the income from Personal Exertion, the 
income from Property other than dividends and from the income 
from dividends. 


Observations on Sundry Other Deductions 
Repairs 
This deduction was previously referred to by Mr. J. A. L. Gunn 
in the May issue of the Journal. The following additional observa- 
tions are advanced: 
(The new section is shown on the left and the old on the right.) 
53( 1) Expenditure incurred by the 23 (d) sums expended by the 


taxpayer in the year of income for taxpayer during the year in 
repairs, not being expenditure of a 
capital nature, (a) to any premises, 
or part of premises, plant, machinery, 
implements, utensils, rolling-stock, or 
articles held, occupied or used by him 
for the purpose of producing assess- 
able income, or in carrying on a busi- 
ness for that purpose, shall be an 
allowable deduction. 

(2) Expenditure incurred upon re- 


which the income was derived 
for repairs to or on that part of 
any property occupied for the 
purpose of producing income or 
from which income is derived or 
is deemed to have been derived, 
and for the repair of machinery, 
implements, utensils, rolling- 
stock and articles employed by 
the taxpayer for the purpose of 

















pairs to any premises or part of prem- producing income; 


ises not so held occupied or used shall 
not be an allowable deduction. 

The effect of this amendment is to definitely preclude a taxpayer 
from obtaining an allowance of sums expended on repairs to 
properties purchased by him in an uninhabitable condition. As 
previously stated it is considered by the Department, both Federal 
and State, that such repairs are of a capital nature, but in view of 
the decisions by the Board of Review (Cases 82 and 83, Vol. 3) the 
Federal Department has been obliged to allow such. 

It is interesting to note that the Victorian State Taxation 
authorities will under no circumstances allow such repairs as a 
deduction, although it is doubtful whether their policy would sur- 
vive the test of litigation. 

A position which sometimes arises and which appears to have 
been overlooked is that of expenditure on repairs to properties 
devised under a will to put them in a habitable state. It is very 
doubtful whether under such circumstances the Department could 
successfully contend that such was capital expenditure, yet it had 
been the invariable practice of the Victorian State Department to 
disallow such. 


Bad Debts 


63 (1) Debts which are bad debts 
and are written off as such during the 
year of income, and— 


(23) (1) In calculating the 
taxable income of a taxpayer, 
the total assessable income de- 
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rived by the taxpayer shall be 
taken as a basis, and from it 
there shall be deducted— 

(r) debts actually written off 


(a) have been brought to account 
by the taxpayer as assessable 
income of any year; or 

(b) are in respect of money lent in 








the ordinary course of the busi- 
ness of the lending of money by 
a taxpayer who carries on that 
business ; 
and no other bad debts, shall be allow- 
able deductions. 

(2) If a debtor, after incurring a 
debt so brought to account, or in res- 
pect of money so lent, is adjudicated 
bankrupt, or executes a deed of assign- 
ment or arrangement for the benefit 
of his creditors, the debt (where, in 
the opinion of the Commissioner, no 
amount will be paid on account of the 
debt) or the amount by which, in his 
opinion, the amount which will be 
received on account of the debt will be 
less than the debt, shall be deemed to 
be a bad debt. 

(3) Where in the year of income a 
taxpayer receives an amount in respect 
of a debt for which a deduction has 
been allowed to him under this or the 
previous Act, his assessable income 
shall include that amount. 


as bad debts during the 
year in which the income 
was derived to the extent 
that it is proved to the 
satisfaction of the Com- 
missioner that such debts 
are bad debts and are in 
respect of— 

(i) amounts which 
have been brought to 
account as assessable 
income by the taxpayer 
in his return for any 
year; or 

(ii) money lent in 
the ordinary course of 
the business of the 
lending of money by a 
person who carries on 
that business : 

Provided that any amount 
received at any time in 
respect of any such bad 
debts shall be brought 
into account as income in 
the year in which that 
amount is received. 


Sub-clause (2) has been inserted to cover the case of bankrupt- 
cies and the like and conforms to the existing practice of the 
Commissioner. Under the published Order 1027 in the case of a 
debtor who has been adjudicated insolvent, etc., the allowance of 
the debt could only be made upon payment of the final dividend ; 
however, in departmental practice this was not strictly observed 
and the allowance was made when it was proved to the satisfaction 
of the Commissioner that such part of the debt was irrecoverable. 

It will be seen from above that the law in relation to the business 
of money lending remains unaltered. In this regard it should be 
noted that the Board of Review in a recent decision allowed a claim 
for a bad debt although the income from money lending was only 
a small part of taxpayer’s total income and there were only two 
existing loans and one new loan made during the year. 


He was, however, a registered money lender and had loaned 
money regularly for a number of years. 
Contributions to Pensions Funds 


66. So much of any sum set apart or 23 (1)— 
paid by the taxpayer in the year of (j) so much of the assessable 


income as or to a fund to provide 
individual personal benefits, pensions 
or retiring allowances for his employ- 
ees as is proportionate, to the extent 
to which those employees are engaged 
in producing assessable income of the 
taxpayer, shall be an allowable deduc- 
tion where— 





income which is set aside 
or paid by an employer 
of labour as or to a fund 
to provide individual per- 
sonal benefits, pensions 
or retiring allowances for 
employees as is sufficient 
under the terms of the 
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constitution of the fund 


(a) the taxpayer is under a legal 
to provide those benefits, 


obligation to set apart or pay 
that sum; and pensions or allowances for 


(b) the rights of the employees to employees who are resi- 

receive the benefits, pensions dents : 

or retiring allowances are fully Provided that a deduc- 

secured. tion shall not be allowed 
unless the Commissioner 
is satisfied that the fund 
has been established or 
the payment made in such 
a manner that the rights 
of the employees to 
receive the benefits, pen- 
sions or retiring allow- 
ances have been fully 
, secured : ; 

The class of contribution under Section 66 includes contributions 
made by an employer to a pension fund created by him for the 
benefit of his employees where the terms of the trust instrument 
provide for specific contributions to the fund. Under this section 
such contributions will be treated as a business deduction and are 
not dependent on whether the contribution is made out of assessable 
income or for the benefit of employees who are residents, which is 
the requirement of the former Act, but upon the extent to which 
the contribution is for the benefit of employees engaged in the 
production of the taxpayer’s assessable income. 

Subsection 78 (b) deals with voluntary contributions to pension 
funds, which are treated in the same manner as charitable gifts. A 
deduction will be allowed in respect of such contributions up to the 
extent of the net income of the year provided such fund has been 
established for the benefit of employees who are residents or for 


the benefit of employees’ dependants. 


Subscriptions to Associations, also Trade Unions 

73 (1) Where the carrying on of 25. A deduction shall not ,in 
a business from which assessable in- any case, be made in respect ‘of 
come is derived by the taxpayer is any of the following matters: 
conditioned upon membership of any (ea) any periodical subscrip- 








association, any periodical subscrip- tion by a person in res- 
tion paid by him in the year of income 
in respect of that membership shall be 
an allowable deduction. 

(2) Where dan association carries 
out, on behalf of its members, in the 
year of income, any activity of such a 
nature that, if carried out by the tax- 
payer on his own behali, its expense 
would be an allowable deduction to 
him, any subscriptions, levies or con- 
tributions, not exceeding in the aggre- 
gate ten pounds ten shillings, paid by 
him in that year in respect of member- 
ship of that association, shall be an 
allowable deduction, and any such sub- 
scriptions, levies or contributions ex- 
ceeding in the aggregate that amount, 
shall be an allowable deduction to the 
extent only of the greater of the two 
following amounts : 


pect of his membership 
of an association (wheth. 
er corporate or unincor- 
porate) unless— 

(i) that subscription is 
expressly allowable as a 
deduction under any of 
the provisions of this 
Act; 

(ii) the carrying on of 
a business, or the exer- 
cise of a vocation or call- 
ing, from which assess- 
able income is derived by 
him is conditional upon 
such membership; or 

(iii) the association 
carries out, on behalf of 
its members, during the 
year in which the assess- 
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(a) ten pounds ten shillings ; able income of the per- 
(b) so much of the subscriptions, son was derived, any 

levies or contributions as bears activity of such a nature 
to the whole, the same propor- that, if carried out by 
tion as the losses and outgoings that person on his own 
incurred by the association in behalf its expense would 
that year in carrying out that be an allowable deduction 
activity bear to its total losses to that person under this 
and outgoings in that year, not Act: 
being losses or outgoings of Provided that in a case 
capital or of a capital nature. to which this subpara- 
(3) Any periodical subscription, to graph applies the person 

which the foregoing provisions of this shall be entitled to a 

section do not apply, paid by the tax- deduction of only so much 

payer in the year of income in respect of his subscription as 
of his membership of any trade, busi- bears to the whole of the 
ness or professional association, shall subscription the same 
be an allowable deduction: proportion as the losses 

Provided that the total deduction or outgoings so incurred 
allowable under this sub-section in by the association in 
respect of subscriptions to any one carrying out that activity 
association in that year shall not ex- bear to the total losses 
ceed ten pounds ten shillings. and outgoings (not being 


in the nature of losses 
and outgoings of capital) 
of the association for that 
year; 

The previous Act allowed a deduction of the total amount of a 
subscription paid to an association by a taxpayer if the membership 
thereof were a condition precedent to trading, e.g. : 

(a) A pilot cannot exercise his calling in Port Phillip Bay 
unless he makes contributions to the Port Phillip Sea 
Pilots’ Reserve Fund. 

(b) A broker must be a member of a Stock Exchange and 
pay annual subscriptions thereto before he can carry on 
his business. 

The foregoing allowances are also provided for in Section 73 of 
the new Act. 

In other cases a deduction was allowed of that portion of the 
taxpayer’s subscription to a trade, business or professional 
association which is represented by the cost of activities carried 
out by the association, which, if carried out by the taxpayer himself, 
would be an allowable deduction. 

Section 73 of the new Act, however, provides that subscriptions 
up to £10/10/- each, similar to those referred to in the preceding 
paragraph are now allowable deductions in full—without any 
dissection. If the subscription exceeds the amount of £10/10/- 
a dissection will be required by the Department. The reason for 
such differentiation is one of expediency in the case of the former; 
the larger amounts warrant the further enquiries provided for in 
the Act. 

Section 73 of the new Act provides for the allowance up to 
£10/10/- of subscriptions not otherwise provided for, which are 
paid to trade, business or professional associations. Thus, periodical 
subscriptions (not exceeding £10/10/- to any one association) 
paid by taxpayers to professional associations and trade unions 
are allowable deductions. 
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TAXATION OF COMPANIES AND DIVIDENDS, 
TASMANIA 
By A. R. HEweER, F.I.C.A. 
For taxation purposes companies in Tasmania may be classified 
as: 
(1) Resident Companies. 
(2) Non-Resident Companies. 
Resident companies are those which have their head office or chief 
place of business in Tasmania; these consist of : 
(a) Private Companies. 
(b) Public Companies. 
Private Companies are now dealt with, so far as income tax is 
concerned, on the same basis as under the Commonwealth Act. 


Public Companies. With the exception of mining companies, 
Savings Banks and co-operative companies, the taxable income of a 
resident company is the full amount of the income of such company 
after deducting therefrom the amount of income on which the 
company has paid dividend tax (S. 107). The taxable income of 
any company shall not be less than the amount of dividends for the 
same year except where the dividends are expressly declared out 
of accumulated profits. This subject is dealt with in detail under 
“Taxation of Dividends at Source” post. The return form serves 
both State and Federal purposes, and is chiefly a declaration by the 
Public Officer. It includes the gross profit less expenses and the 
resultant net profit, also spaces are provided for Taxable Income 
and dividends declared. Copies of the Annual Accounts and 
Balance Sheet of the company must be attached, together with a 
reconciliation statement. This reconciliation statement commences 
with the net profits as shown by the accounts and, after deducting 
or adding adjustments and disallowed items, gives the taxable 
income. 

Schedules must be attached giving details of such items as 
rates and taxes, insurances, etc., also sums paid to Directors, 
Auditors, Interest paid on deposits and secured loans, etc., and a 
list of shareholders with amount of dividend received by each. 


The reconciliation statement appears thus: 


Nett profit ‘as per Profit and Loss Account .. £3,000 
Add Federal and State Income Taxes .. .. .. £200 
Donations not allowed .. .. .. .. .. 25 

——. 225 

£3,225 

Less Commonwealth Loan Interest .. .. .. .. 50 

Taxable Income .. .. . se £3,175 





There is no distinction beeen | income from property and 
income from personal exertion so far as companies are concerned. 

Mining Companies (S. 108 (1) I).—The assessable income of a 
mining company having its head office in Tasmania and carrying 
on the whole of its mining operations elsewhere than in this State 
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is one-half of all dividends declared or ascertained or becoming 
due to the shareholders of such company. 

Where the company is incorporated outside Tasmania and car- 
ries out mining operations in the State then it is deemed to have 
its chief place of business in the State (S. 107 (4) ). This 
virtually makes it a resident company, but if it carries on its 
mining operations in connection with other business and also 
carries on business outside the State, then the amount that may 
be deducted for dividends from .the taxable income (see Public 
Companies above) is so much of the dividends as are profits 
derived from business in the State. For the purpose of assessing 
the income derived from the State the Commissioner may assess 
at fifteen pounds per hundred tons of the product. 


Savings Banks (S. 108 (1) II).—Banks of this nature estab- 
lished under the Savings Banks Act 1848 are assessed on five 
pounds per centum of the amount of the reserve fund on the 30th 
June in the year of income. There are two Banks carrying on this 
business and, although they are dealt with under Division XVIII 
relating to Companies, they are not registered under the Companies 
Act. 


Co-operative Companies.—The chief feature is that these com- 
panies are allowed as a deduction the amount distributed to share- 
holders as rebates or bonuses based on business done by the share- 
holders with the company. These companies must comply with 
the provisions of Division XI of the 1935 Act, which has been 
brought into line with the Federal Act. 


Non-Resident Companies.—Subject to certain exceptions in the 
cases of Life, Fire, Accident and other insurance companies, trad- 
ing banks, shipping and aircraft companies, a non-resident company 
is entitled to furnish a return of its Tasmanian income (S. 109). 
Provided the accounts and details furnished are satisfactory they 
are accepted and the Company assessed in respect of its Tasmanian 
income in the same way as a resident company. Companies deriv- 
ing income from sources in and out of the State are entitled to a 
deduction in respect of head office expenses in a sum which must 
not be in excess of the proportion that the Tasmanian income bears 
to the total income, wherever derived, or beyond an amount to be 
fixed by the Commissioner. 

If the records are not kept in such a manner to enable the Tas- 
manian profits to be accurately ascertained, or if the Commissioner 
is not satisfied that the return and information furnished is sufficient 
to accurately ascertain the income from Tasmania, the Commis- 
sioner may assess the Company as to its Tasmanian income on the 
basis of a percentage varying from 24 to 20 per cent. of the sales 
made in Tasmania (S. 109 (5) ). The sales refer to sales made by 
a representative in or visiting Tasmania. 

The sum arrived at by this percentage is the taxable income of 
the Company and is not subject to deductions (S 109 (6) ). 

It should be noted that these provisions and those following 
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as to shipping, aircraft, etc., apply to all persons and companies 
who are not resident in the State. 

Life Insurance Companies (S. 89).—The taxable income is a 
sum equal to twenty (20) per centum of all premiums received by 
the company in Tasmania less amounts paid away for reinsurances 
effected in the State. 

Fire, Accident, Marine Insurance Companies (S. 108 (1) III). 
—The taxable income of such companies is a sum equal to twenty- 
five (25) per centum of the nett premiums received in the State 
less sums paid away for any reinsurances effected in the State. 

Shipping and Aircraft (S. 99).—The taxable income is ascer- 
tained by taking seven and one-half (74) pounds per centum of 
amounts payable to the principal or agent (whether payable in or 
outside the State) for fares or freights for goods shipped or passen- 
gers embarked in this State to a port or place in or beyond this 
State (Sec. 99 (i) ). Where there is no agent in the State the 
master of the ship or person in charge of the aircraft is liable to 
pay the tax, and the Commissioner may make an assessment based 
on available information. The tax in the latter event is payable 
prior to the clearance of the ship or aircraft. 

Australian Business Controlled Abroad and Film Business Con- 
trolled Abroad.—By Sections 100 and 101, the State makes the 
same provisions in respect of State activities as the Federal Act 
Sections 136 and 137. 

There is a general provision, Sec. 108 (2), for the Commissioner 
to assess any company other than a company carrying on a mercan- 
tile business. This assessment is only made in instances where 
the company does not or cannot furnish a return of its Tasmanian 
income. 

The rate of tax payable by companies is: 

Ordinary Tax, 1/6 in the £ on every £1 of the company’s 
taxable income. 
Special Income Tax (Unemployed Relief Tax) : 
4d. in £ on the first £312 


5d. in £ on the next £208 
, 9d. in £ on the next £980 





£1,500 
1/- in £ on the income above £1,500. 


Taxation of Dividends at Source (S. 162).—When a resident 
company declares a dividend the public officer must make a 
declaration (Form 6) as to the amount of the dividend, and attach 
cheque for the tax, 1/6 in the £, on the amount of dividend. 
The Special Income Tax is payable when the assessment is made. 
Although this is universally known as a “Dividend Tax” it is 
more in the nature of Income Tax paid in advance. This tax 
must be paid within seven days and before the dividend is paid 
to shareholders. Should the dividend include profits of previous 
years which have already been taxed then this is stated on the 
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declaration, and tax is paid on the remaining portion of the divi- 
dend, for example: 


A company made profits in the years: 
1933 .. .. £500 
1934 .. .. £450 
1935 .. .. £500 


1933 and 1934 profits would have been taxed at 1/6 in the £, and 
when declaring, say in September, 1935, a dividend of £1,000, the 
resolution would state that £600 was from 1933 and 1934 profits 
and £400 from 1935 profits, and “Dividend Tax” (Sec. 162 (2) ) 
would be paid only on £400. Care should be taken to see that the 
resolution embodies the details as to the dividend being part out of 
past years’ profits and part out of the current year. 

As by Section 107 (2) the profits of a company shall not be 
less than the dividends for that year, subject to the dividends being 
partly represented by profits already taxed, there is the possibility 
of an interim dividend being larger than the profits for the year, 
in which case no refund is available. Section 162 (4) gives the 
Company the right to deduct the tax (1/6 in £) from the dividend. 
Companies do not usually deduct the tax, although sometimes this 
is done. In any event the shareholder pays by receiving a lesser 
dividend as the company must provide for payment of the tax. 

Dividends in the Hands of the Shareholder—As dividends paid 
by a company which is subject to income tax in Tasmania are not 
taxable in the hands of shareholders, and are only included for the 
purpose of arriving at the rate of tax and statutory exemption, 
non-resident shareholders are not subject to any tax on dividends 
received by them, the full amount having been paid by the company 
at source in Tasmania. The resident shareholder must include the 
— in his return of income, and the calculation is made as 
ollows: 


I OS 6: kk nds ee ce ccs as SRD 
Dividends: Dunlop-Perdriau Coy. .. .. .. 100 
£400 
EE ee Ee eT eee ee ee 
Less Statutory Exemption based on £400 .. 50 
‘wae BOURNE... a. cc ce sw oe Ee 


Rate of tax on £350 (£250 + Dividend £100) = 4-3125d. 
Tax on £250 @ 4:3125d. in £ = £4/9/10. 

Special Income Tax is not payable as the company mentioned 
(Dunlop-Perdriau) is taxed in Tasmania. 

A resident taxpayer must return all dividends received, whether 
from a company earning profits in Tasmania or not. Section 30 
(1) (a) dealing with assessable income states: 

“Where a taxpayer is a resident the gross income . 
received in the State from any source whether in or out of 
the State, which is not exempt income.” 
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Thus if a dividend is received by a resident from a company 
not subject to taxation in Tasmania, the dividend is taxable for 
both ordinary and special income tax. 

Rebates of tax are allowable (S. 110) where the dividend has 
been taxed in the State or Dominion or country where it was 
derived. The rebate is equal to the tax paid elsewhere or the 
Tasmanian tax (on that income) whichever is the less. 

No rebate is made in respect of Federal income tax or Tasmanian 
special income tax (S. 110 (1) Iand II). 

Rebates are also allowed to manufacturers (S. 111), and 
although the section refers to “A Person,” by the Interpretation 
Act this term includes companies. The rebates provided are: 

(a) Goods manufactured outside Tasmania and sold in this 
State up to two-thirds (#) of ordinary income tax. 
(b) Goods manufactured in Tasmania and sold outside the 
State up to one-third (4) of ordinary income tax. 

In both (a) and (b) above no rebate is made in respect of 

special income tax. 


SUGGESTIONS FOR SIMPLIFYING THE PREPARA- 
TION OF TAXATION AND OTHER RETURNS 
By “Evers” (Western Australia) 

One of the Golden Rules which should be observed by those 
keeping books is that all the information required to be extracted 
therefrom at any future time will be found conveniently sum- 
marized in the Private Ledger, and only in special cases should it 
be necessary to refer to the books of prime entry to obtain the 
necessary particulars. 

How often, though, do we see those in charge of books, through 
lack of foresight, spending unnecessary hours in turning up 
vouchers, invoices and other papers in order to prepare schedules 
in support of an income tax return or to obtain the information 
essential to prepare any other returns required to be lodged with 
some Government department, e.g., Sales Tax, Statistical and 
Licensing returns. In most cases this additional work is quite 
unnecessary, as it can be overcome by the addition of a few 
appropriate columns here and there in the books, and it is hoped 
that the following suggestions, which will probably require amend- 
ing to suit individual cases, will be of some help. 


Income Tax Returns 

Wages and Salaries 

A schedule showing the names and addresses of persons to 
whom salaries and wages are paid, the weekly rate and the total 
amount paid to each during the year must be submitted with an 
income tax return, and, unless the salaries and wages are analysed 
weekly, it is a laborious business to obtain this information at the 
end of the year. 

Where there are only a few permanent employees, columns can 
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be ruled right across two ledger pages (as in the following 
example), one column being used for the total debit and one column 
for each of the employees, headed with his name, address and other 
necessary information, The wages analysis can thus be done at 
the same time as the posting, with the expenditure of very little 
extra time. 














Example : 
Smith Newbolt Hf Haynes i James _ || 1homson 
Donald Mary :! Dougias ii Arnold Jack 
Francis Single :: Single i Married Married 
Total ||. Married || Hensman :: Guildford i! William Hovea 
150 Hay St. Road :; Clerk |: Street Terrace 
Subiaco Subiaco :: Perth ||Nth. Perth 
Accountant|/ Typiste :: i Clerk Clerk 
cC.Bii i mae 
1936) : mm : 
Jan.j10)/To Cheque:44;!17i-|=|| 7) -|- || 2) 5) -: 3: :15] - 
17, | 4BEI7!=]-]] 7] -]-/] 2] S| -H 3) i15| - 
24). 4 :S1iN61S)-1) 7) -]- |] 2] S| - 3: H 4/10} - 
31), += $S6NGHS)-]] 7) - | - || 2] S| - 3} 4] 10] - 



































In the above example the heavy lines represent the ledger ruling 
and the dotted line the additional columns to be ruled in. Owing 
to lack of space only one page has been given but it will be seen 
that these columns can be extended right across the facing ledger 
page. Where credit entries are necessary they should be posted 
in the same column as the debit but in red ink. 

In cases where the number of employees exceeds the number of 
columns which can be made in the wages account a separate wages 
analysis should be kept and brought up to date as each cheque is 
drawn. . 

An up-to-date wages analysis is also useful when preparing a 
wages declaration for Employers’ Liability insurance purposes, 
particularly where different classes of employees come under 
different premium rates. 


General Expenses 

Details of expenses covered by a general heading must also be 
submitted to the Taxation Department and this data can be con- 
veniently summarised by ruling the General Expenses Account 
in the manner mentioned above. Care should be taken to differenti- 
ate between deductible and non-deductible items. 


Rates and Taxes 

Should the number of properties owned be considerable, it is 
advisable to rule columns in the ledger to contain such information 
as: the authority to whom the rates are paid, the situation of the 
land, whether it is vacant or rented, i.e., a deduction from Personal 
Exertion or Property Income, the type of rate and the period 
covered by the payment. The most convenient method is to take 
a double page in the ledger, using the right-hand page as the 
financial account and the left-hand page as a memorandum con- 
taining the foregoing information. 
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Donations and Medical Expenses 

Where it is necessary to produce vouchers, before the Taxation 
Department will allow the above items as deductions, it will be 
found convenient to enter the cheque or voucher numbers in the 
ledger accounts in order to facilitate the production of the vouchers 
when required. This will be in addition to full details regarding 
the institution or doctor receiving payment. 


Bad Debts 

Before Bad Debts written off will be allowed as a deduction, a 
schedule must be supplied to the Department giving information 
as to the names and addresses of debtors, the year in which the 
amount has been returned as income and the reason for writing the 
account off. It is a comparatively simple matter to rule the Bad 
Debts Account accordingly so that the necessary information can be 
entered at the time of posting the entries. 


Farm Produce 

It is of great assistance in most cases to rule columns in the 
ledger accounts of farm books for the entry of statistical informa- 
tion required by the Taxation Department, such as the area 
cropped, number of bushels of wheat and other grain sold, 
number of sheep shorn and bales of wool produced, etc. Live 
stock ledger accounts should also have columns showing num- 
bers of opening and closing stocks, purchases, sales, natural 
increase, deaths and killed for rations, in order to facilitate the 
preparation of the live stock schedules of the income tax return. 


Land Tax Returns 

Details of the location and lot number, area and other informa- 
tion required for land tax purposes should always appear in the 
Land Account in the ledger. This information is invaluable when 
a return is being prepared some time after the sale and when the 
title deeds have been handed over to the purchasers. 

Where the taxpayer is a limited company or a Federal land tax- 
payer and holds property under a lease, information as to the terms 
of the lease, date of expiry, annual rental and the name of the 
lessor should always be entered as a memorandum in some 
appropriate account. 


Sales Tax Returns 
The preparation of these returns can be facilitated by having 
columns in the Sales Journal for Taxable, Non-taxable and Exempt 
Sales and the Wholesale Selling Value of Retail Sales. 


Liquor Licensing Return 
The preparation of this return also can be facilitated by the 
creation of columns in the Purchase Journal for Dutiable and 
Non-dutiable Goods purchased, or other columns depending on the 
information required by each State authority. 
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Statistical Return 


Columns in the books of prime entry for such additional informa- 
tion as is required by the Government Statistician can be ruled in 
quite easily and the total posted to separate columns in the ledger 
accounts at the time of posting the financial entries: e.g., number 
of gallons of wine sold, tons of fuel consumed, etc. 

This would also apply to returns required to be made to the 
various Boards of Control; for example, information required by 
a Transport Board regarding the number of passengers carried 
and the mileage covered during a certain period. 

In such an article as this it is practically impossible to discuss 
all the methods by which that precious element—time—can be 
saved but it will be readily seen to what advantage the judicious 
use of extra columns in books of account can be put. Admittedly 
it will take a few seconds longer to make each entry and posting, 
but this initial expenditure of time will be repaid over and over 
again in the long run. 





INTERSTATE PROFITS 


SoutH AUSTRALIA 

With reference to the Table which appeared on pp. 380-381 of 
the June, 1936, issue of the Journal, a new Income Tax Assess- 
ment Bill has since been brought down in the South Australian 
Parliament. It is with great pleasure that I have to report that 
South Australia has now fallen into line regarding the taxation of 
interstate profits. Where goods are manufactured in South Aus- 
tralia and are sold in other States by the manufacturer, the per- 
centage of profit subject to South Australian income tax has been 
altered from 60 to 66%; also the percentage of profit subject to 
South Australian tax in the case of goods manufactured in other 
States and sold in South Australia by the manufacturer has been 
altered from 40 to 334. Will readers kindly amend the Table 
accordingly. 


INCOME TO BE EXPRESSED IN AUSTRALIAN 
CURRENCY 
On p. 519 of the January, 1936, issue of The Commonwealth 
Journal of Accountancy, a reference was made to this subject. 
Clause 20 of the Commonwealth Bill originally read as follows: 
“For all the purposes of this Act, income wherever derived, any expense 
wherever incurred, the value of any asset wherever situate and any amount 
involved in any calculation, shall be expressed. in terms of Australian cur- 
rency, and, for this purpose, the rates of exchange to be used shall be res- 
pectively the rates at which exchange could have been effected by telegraphic 
transfer at the dates when the income was derived or the expense was 
incurred or at which the asset is to be valued or at which the amount is to 
be ascertained.” 
It was altered in Committee to read: 
“For all the purposes of this Act, income wherever derived and any 
expenses wherever incurred shall be expressed in terms of Australian cur- 
rency.” 
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The explanation of the change is contained in the Explanatory 
Notes to amendments proposed by the Treasurer in the House of 
Representatives, viz. : 


“The amendment has abbreviated the original draft by omitting the 
reference to ‘assets’ and to the ‘rates of exchange.’ 

“As the Act is one relating to income and expenditure, it is considered 
preferable to limit the wording of the clause to those words. The word 
‘assets,’ it was found, might introduce complications into the clause that 


were undesirable. 

“The omission of the reference to telegraphic transfer rates for calculating 
exchange differences has been due to a decision to allow the common com- 
mercial practice applicable to the circumstances of the particular taxpayer 
to operate. The original intention was to restrict the field of argument and 
litigation by specifying telegraphic transfer rates, but because of the fear that 
it might operate to the disadvantage of the taxpayer by denying any deduc- 
tion for costs of exchange that might subsequently be incurred, it is con- 
sidered preferable to omit the reference to any specific rate of conversion.” 


The amended New South Wales and South Australian Bills have 
fallen into line with the new Commonwealth provisions, and doubt- 
less the Bills of the other States will be amended accordingly. 
An article dealing with some practical aspects of this important 
subject will appear in the near future. 

LIBRARY—DEPRECIATION ALLOWANCE 

Under the new Uniform Depreciation Schedule, the following 

annual allowances are granted in respect of libraries: 
Law, including law reports: 24 per cent. 
Other professional: 5 per cent. 

Apart from clients, viz., doctors and solicitors, most accountants 
will find that a stock-taking will reveal that a surprisingly large 
amount has been spent on text-books, and a claim should be made 
for depreciation in the current return, for both Commonwealth 
and State purposes. 

FAILURE TO FURNISH RETURNS 

The maximum additional tax imposable by the Commissioner under 
S. 67 of the Commonwealth Act of 1922-34 for failure to furnish 
a return was ten per cent. per annum of the amount of tax. Under 
the new Commonwealth Act the maximum has been increased to 
an amount equal to the tax assessed. In the Commonwealth 
Treasurer’s Explanatory Memorandum the following explanation 
of this change is furnished: “It is considered that, whilst that 
penalty (10 per cent. per annum) is suitable for the ordinary case 
of a late lodgment, it is not sufficient where the neglect to furnish 
the return is due to an intention to avoid assessment. As the Act 
provides for a penalty of double tax in respect of income omitted 
from the return, it is considered that provision should be made for 
a maximum penalty of at least single tax where the return itself 
is not furnished.” 

BOARD OF REVIEW DECISIONS 


It is to be noted with regret that further copies of the decisions 
of the Income Tax Board of Review Decisions are no longer pro- 
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curable, the whole of the supply having been sold out. This is 
remarkable evidence of the regard in which these Decisions are 
held by the public and it is hoped that the Government will in the 
near future issue a reprint of all cases applicable to the present law. 
The Decisions to date are issued in five volumes, viz. : 

No. of No. of 


Cases Pages 
Vol. 1. 66 84 
Vol. 2. 67 84 
Vol. 3 . 143 174 
Vol. 4. 65 109 
Vol. 5 .. 71 152 


It is proposed to publish summaries of a number of these cases 
in this journal as space permits. The reference will appear thus: 
“5 C.T.B.R. Cas. 27.” 


REASONS FOR DECISION 

By the Amending Act, No. 40 of 1933, it was provided that 
where, during the hearing of a review, the Commissioner or the 
taxpayer so requests, the Board shall, when giving its decisions 
on the review, state in writing its reasons, both of law and of fact, 
for the decision. This provision has been incorporated in the new 
Act, S. 196 (2). An appeal may be lodged, if considered war- 
ranted, by either the Commissioner or the taxpayer concerned, 
should the Board’s decision involve a question of law (S. 197). 
Not only does the publication of the Board’s reasons for its deci- 
sions facilitate such appeals, which are rare, but it is of invaluable 
help to taxpayers and their advisers in arriving at a proper under- 
standing of the law. 


FAMILY PARTNERSHIPS 

The Royal Commission on Taxation in Section XXXVIII of 
its Report stated: 

“Taxation officials should not be concerned with the purpose 
for which a partnership is formed or with the relationship of the 
partners. The only test that should be applied is whether the 
partnership is bona fide or fictitious. The partnership should be 
regarded as bona fide if each partner is the real owner of his share 
of the capital and profits of the partnership. 

“If the Commissioner is satisfied that the partnership is not 
bona fide and that it has relieved any member specified by him 
from any liability to which he would have been subject under the 
Act if the partnership had not been formed, he should have power 
to assess the partnership as an individually owned or severally 
owned partnership (as the case may require) in the manner pro- 
vided in Section 29 (2) of the Commonwealth Act.” 

Following the above recommendation, the definition of “partner- 
ship” in the Commonwealth Act has been shortened to mean “an 
association of persons carrying on business as partners or in receipt 
of income jointly, but does not include a company.” 

In lieu of S. 29 (2) of the old Act, S. 94 of the new Act provides 
that where a partnership is so constituted or controlled, or its 
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operations are so conducted, that any partner has not the real and 
effective control and disposal of his share of the net income of the 
partnership, the Commissioner is empowered to assess the partner- 
ship in the same manner as was provided for under the old Act. 
The deciding factor is therefore not the purpose for which the 
partnership was formed but whether it is bona fide or fictitious. 


DENTAL EXPENSES 


During the passage of the New South Wales Bill through the 
Legislative Assembly an additional paragraph (f) was added to 
Clause 89 which provides for an allowance of payments made by a 
taxpayer in the year of income to any registered dentist in respect 
of the provision by such dentist of dental treatment to the taxpayer 
or his spouse or any of his children under the age of 21 years, if 
the spouse or child is a resident of Australia. The deduction for 
dental expenses is to be allowed only when the taxable income of 
the taxpayer does not exceed £400. 

The combined Commonwealth and New South Wales Income 
Tax Return does not make provision for this allowance and tax- 
payers should not overlook claiming the deduction for dental 
expenses if they are entitled to it. Any amount claimed could be 
added to Item 69 (State only). It should be supported by full 
particulars and receipts. 


Example : 
Salary .. ies dee RK a ee eal £720 
Less Chiid Allowance .. .. . £50 
Medical Expenses paid, £60, maximum allowance .. 50 
OS re eae 
— 114 
£606 
I oe Sn, Sa bbe oe. oe Seas 206 
Ce a ee ee ee £400 


The taxpayer is therefore entitled to the deduction. 

It will be seen that the amount paid for dental expenses is 
brought into the calculation in order to ascertain the amount of the 
taxable income. If the result of the calculation is £400, or less, 
the amount so,paid is deductible. 

Unlike medical expenses, where the maximum deduction is £50, 
there is no limit placed upon the amount which may be deducted 
for dental expenses. 


VICTORIAN INCOME TAX RETURNS 

The combined Federal and State income tax return forms 
received from the Victorian Income Tax Department in respect 
of income derived during income year ended June 30, 1936, are 
unsatisfactory. 

In the first place, the Victorian Commissioner issued forms 
which were based on the Commonwealth Income Tax Assessment 
Act of 1922-34, and on the present Victorian Act, not on the Bill 
introduced to the Victorian Parliament on October 30, 1935. 
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New forms have been subsequently issued which are based on 
the Commonwealth Act of 1936, and on the present Victorian Act, 
not the Bill. These new forms bear a mark “X” on p. 4 of Form 
A and on p. 3 of Form B. The original forms are quite incorrect, 
and if any readers have used them, it is suggested that amended 
returns be prepared and lodged, the new forms being employed. 


Commonwealth 


I cannot understand how public moneys were wasted on the 
preparation of these original forms. It was known to everyone 
that the second reading debate on the Commonwealth Bill was to 
take place as soon as the House of Representatives met in April, 
1936, so that there was ample time to prepare forms in accordance 
with the new Commonwealth provisions. 

Victoria 

Clause 8 of the Victorian Bill provides that: 

“Subject to this Act income tax at the rates declared by Parliament shall 
be levied and paid, for the financial year commencing on the first day of 
July One thousand nine hundred and thirty-six and for each financial year 
thereafter, upon the taxable income derived during the year of income by any 
person, whether a resident or a non-resident.” 

Clause 4 thereof provides that “year of income” means the finan- 
cial year next preceding the year of tax, and “year of tax” means 
the financial year for which income tax is levied, so that it is 
intended that the new provisions shall first apply to income derived 
during year ended June 30, 1936 (or substituted accounting period ) 
—see page 8 of the Explanatory Memorandum on the Victorian 
Bill. At the moment of writing, July 31, the debate on the Vic- 
torian Bill has not yet been ‘resumed, but it was clearly stated by 
Mr. Dunstan when the Bill was brought in that it would first apply 
to income derived during year ended June 30, 1936. 

Unless the Victorian Sovernment has changed its mind and 
intends postponing the operation of the new provisions for a year, 
it is inconceivable why the Victorian return was not based on the 
provisions of the Bill. 

It is impossible to note in this issue all the differences between 
the old and new provisions—the task would occupy more than a 
complete issue in itself. The attention of readers is, however, 
directed to the following remarks regarding inaccuracies which 
appear in those portions of the forms which relate to Concessional 
Deductions, and to one or two other items of general interest. 
It is hoped that the Victorian Commissioner will immediately 
withdraw the present forms and issue fresh ones in conformity with 
the provisions of the Bill. 


Wife Allowance 
Statement No. 10 states: “(for State purposes only if tax- 
payer’s income does not exceed £800)”. These words are mis- 
leading, as they are capable of two meanings, either of which is 
incorrect. If the taxpayer pauses after “only,” he will gather that 
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there is an income limit of £800 for Federal purposes. There is 
no such income limit. If he pauses after “purposes” he will under- 
stand that the State income limit is £800, which is incorrect. 
This concessional deduction, and the child allowance, and the 
allowance for medical and funeral expenses, are allowed in the case 
of a taxpayer whose income for the year of income, before the 
deduction is claimed, does not exceed £1,200 The proviso to 
Clause 71 (2) provides that, where such income exceeds £800, 
the total of the amounts allowable for spouse, children, and medical 
and funeral expenses shall be diminished by an amount which 
bears to the total of those allowable deductions the same propor- 
tion as the income in excess of £800 bears to £400. For example 
see March, 1936, issue of this journal, p. 81. 


Child Allowance 


The forms state that “no deduction is allowable in respect of any 
child who earned income during the year.” There is no authority 
for this statement. Both the new Commonwealth Act, S. 79 (b) 
proviso, and the Victorian Bill, Clause 71 (b) proviso, provide that 
where a child is “only partially maintained” by the taxpayer during 
the whole or part of the year, the deduction shall be such part of 
£50, as, in the opinion of the Commissioner, is reasonable in the 
circumstances. 

Again, the income limit for State purposes is incorrectly stated 
as £800—Wife Allowance, ante. 


Medical and Funeral Expenses 

The forms fail to draw attention to the fact that under both the 
Commonwealth Act and the Victorian Bill the allowance for 
medical expenses is limited to £50. The Victorian income limit 
is incorrectly stated—see Wife Allowance, ante. 

With regard to funeral expenses, the forms fail to point out that 
these expenses can only be claimed to the extent to which they are 
not recouped by any society or association. 

The forms state: “Wife, wholly maintaining husband, is entitled 
to these expenses.” There is no authority for stating that the 
allowance is limited to a wife who wholly maintains her husband. 





: , , P 
Life Assurance Premiums and Superannuation Payments 


S. 79 (e) of the Commonwealth Act and Clause 71 (e) of the 
Victorian Bill provide for an allowance to a resident taxpayer of : 


_ “Payments made by the taxpayer in the year of income, not exceeding 
in the aggregate One hundred pounds and being— 

“(i) premiums or sums for insurance on the life of the taxpayer or of his 
spouse or children, or for a deferred annuity or other like provision 

_.. for his spouse or children; or 
“(ii) payments to superannuation, sustentation, widows’ or orphans’ funds, 
or to any friendly society, for the personal benefit of the taxpayer 

or of his spouse or children.” 


The forms are misleading, as they provide for (i) and (ii) to be 
shown separately. These allowances are now grouped together 
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with a maximum allowance of £100. For example, a taxpayer 
whose annual payments for life insurance premiums amount to, say, 
£120, was only entitled to a deduction of £50 under the old law, 
but he may now claim £100 in his current return. 

The forms state that “Insurance on life or wife or child not 
allowable for State purposes.” As will be seen from the above 
paragraph, this is no longer the case under the Victorian Bill. 


Contributions to Trade Union 


Item No. 4 of Statement No. 6 (Form B) and No. 10 (Form 
A) states that “Contributions to a trade union not allowed by the 
law.” 

S. 73 (3) of the Commonwealth Act and Clause 68 (3) of the 
Victorian Bill provide that: 

“Any periodical subscription, to which the foregoing provisions of this 
section do not apply, paid by the taxpayer in the year of income in respect 
of his membership of any trade, business, or professional association, shall 
be an allowable deduction: 

“Provided that the total deduction allowable under this sub-section in 
respect of subscriptions to any one association in that year shall not exceed 
Ten pounds ten shillings.” 

It will be seen therefore a deduction is permitted of periodical 
subscriptions paid by taxpayers, including employees, to profes- 
sional associations and trade unions, the limit being £10/10/- to 
any one association. See Commonwealth Treasurer’s Explanatory 
Memorandum, p. 75. 

Gifts 

According to Item No. 5 of the above-mentioned statements, the 
minimum gift is £5 for State purposes. Under the Victorian Bill 
the minimum has been reduced to £1. 


Land Used for Residence 


The provisions of S. 15 of Act 3701 which imposes tax on a 
notional income of 4 per cent of the capital value of land, with 
improvements thereon, used for the purposes of residence or 
employment, have not been included in the new Victorian Bill, 
but this item of income appears in both forms. 


Live Stock 


In contrast to the foregoing, the Instruction Sheet regarding live 
stock is up to the minute, and clearly sets out the position. It 
would be interesting to know, however, on what authority the Com- 
missioner states, concerning working beasts and beasts of burden, 
“In those cases where the animals in question have not previously 
been included in that schedule and depreciation has been allowed 
on the value thereof, they are to be brought to account at the 
depreciated value as at 30th June, 1935.” With all respect, it is 
submitted that the taxpayer must return working beasts on hand 
on July 1, 1935, at either market selling value or cost price, accord- 
ing to his live stock election. 
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TAX AGENT’S CERTIFICATE 


Section 165 of the Commonwealth Income Tax Assessment Act, 
1936, requires every person who charges a fee for preparing a 
return to sign an Agent’s Certificate, and to complete the pre- 
scribed form, setting out the sources of the information upon which 


the return is compiled. 
Statement No. 9 of the Federal — Tax Return (Central 
Office) contains the following questions to be answered by agents: 


(1) What books of account, if any, are kept by or on behalf 
of the taxpayer ? 

(2) By whom are those books of account kept? (State name 
and address. ) 

(3) Are those books of account audited each year? If so, by 
whom ? 

(4) Is the return in accordance with those books? 

(5) If the return is not in accordance with those books, on 
what basis and upon what information has the return been 
prepared? 

(6) Have you satisfied yourself and, if so, how, that the books 
of account, or other sources of information upon which 
the return is based, are correct and disclose the whole of 
the taxpayer’s income from all sources? 


The Registrar of the Commonwealth Institute of Accountants 
recently communicated with the Deputy Federal Commissioner of 
Taxation, Melbourne, in the following terms: 


“Members of this Institute are concerned with the responsibility of an 
Agent completing this statement, particularly in regard to item 6 thereof. 
The following cases are cited for your consideration : 


“1. A company or firm has its accounts audited independently of the 
person engaged to prepare the Income Tax return. Can the Agent accept 
the audited statements as being correct, or must he make an independent 
check, in order to ‘satisfy’ himself that all taxable income is disclosed? 

“2. A proprietary company or firm does not have its accounts audited. 
Can the agent accept the figures as shown by the books, or must he make 
a check, which virtually amounts to an audit, in order to ‘satisfy’ himself 
that all taxable income is disclosed therein? 

“T think you will appreciate that an answer in the affirmative to either 
of these two ean would impose an unjustifiable burden upon Tax 
Agents. 

“T am dicected, therefore, to enquire whether the following answer to 
Question No. 6 of Statement No. 9 would meet with the requirements of 
your Department: 

“Ouestion No. 6.—Have you satisfied yourself, and, if so, how, that 
the books of account, or other sources of information upon which the 
return is based, are correct and disclose the whole of the taxpayer’s 
income from all sources? 

“Answer—I have not audited or checked in detail the records con- 
tained in the books of the taxpayer. I have, however, enquired of the 
person responsible for the writing up of the books, whether the whole of 
the taxpayer’s income is disclosed therein, and have his assurance that 
the whole of such income is included. 

“In view of the approaching date for returns to be lodged, this Institute 
would appreciate an official ruling in the matter at your earliest convenience.” 
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The Deputy-Commissioner has replied to this enquiry as follows: 


“Referring to your letter of the 16th July, 1936, I desire to inform you 
that Section 165 of the Act makes it incumbent on the agent to furnish 
replies to the questions set out in Statement 9 of the return form—which 
statement is in the form prescribed by the Regulations under the Income Tax 
Assessment Act, 1936 

“While Question No. 6 requires an answer in either the affirmative or the 
negative, the Act imposes no obligation on the agent to satisfy himself that 
the particulars supplied to him and on which the return has been based, are 
correct. 

“The question as whether he is satisfied can be answered only by the 
agent himself and in cases similar to those referred to in your letter of 
16th July, the answer could be amplified by a short statement of the facts 
appropriate to the case. 

“It would be desirable to add the following words to your suggested 
answer to No. 6: ‘and I have no reason to doubt the truth of that 
assurance.” To preserve the space available for the answer, the first sentence 
of your suggested answer could be deleted as the answers to questions 2 
and 3 would indicate who keeps the books and whether they are audited. 
In this matter it is what the agent has done rather than not done which is 
of importance.” 





The Question Box 


PrIvaATE COMPANY TAX 
Ouestion 


A.C.P. (Sydney) asks: 

“A private investment company consists of two shareholders. 
A and B, who hold an equal number of shares in the company. The 
company’s taxable income for year ended June 30, 1936, all derived 
from rents and interest, amounts to £1,000. For financial reasons 
it decides not to pay a dividend out of its profits for the year. 
To what extent will it be liable to additional Commonwealth income 
tax, assuming the taxable income of A in respect of the same year 
is £800 and that of B is £3,000? In both cases the income is 
derived solely from interest.” 


Answer 
The “undistributed amount” is 
Taxable income .. .. 1. seine, See 
Less Federal tax paid during year on the acngal 
ous year’s income, say oe Ra wk ee ete 120 
Distributable income .. .. .. . £880 
Sufficient distribution — being 3 an investment 
company—the whole .. .. .. .. .. +. =: £880 
No a. ais xt id hee Eee ee 6 Nil 
Undistributed amount .. .. .. . ta Sx ws £880 


The additional Commonw ealth income tax payable by the com- 
pany is as follows: 
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A 
Tax on actual taxable income: 
£800 @ 12:2d.in £..... ... £4013 4 
Special property tax (assuming ‘that it will 
be continued): £800 — £250 = £550 
i, + | Speer ee 27 10 0 
wee ae A oe vs kc ts ce kw cts Ee ee 
Tax if income of company had been distributed: 
Actual income .. .. o ee oe £80 0 0 
50 per cent. of assumed distribution .. .. 440 0 0 
£1,240 0 O 
Tax on £1,240 @ 18°36d.in £.. . £9417 2 
Special property tax as before. (N. ae 
Notional dividend nasa out of hemeisid 
income.) .. .. 27 10 O 
£122 7 2 
Less rebate: £440 @12d.in £...... 22 0 O 
£100 7 2 
B 
Tax on actual taxable income: 
£3,000 @ 39:25d. in £.. .. .. -- £490 12 6 
Special property tax: £2,750 @ 12d.in£ 13710 0 
£628 2 6 
Tax if income of company had been distributed: 
Actual income .. . «3 Sane @ @ 
50 per cent. of assumed distribution .. 440 0 O 
£3,440 0 0 
Tax on £3,440 @ 44:3ld.in £.... £635 2 2 
Special property tax .. .. . bic 137 10 O 
£772 12 2 
Less rebate: £440 @ 12d.in £.. .. 22 0 0 
£750 12 2 
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Summary 


A B Total 
Tax that would 
have been pay- 
able if undis- 
tributed amount 
of £880 had 
been paid to 
shareholders .. £100 7 2 £75012 2 £850 19 4 
Tax actually pay- 
able by A and B 68 3 4 628 2 6 696 5 10 





Additional tax 
payable by com- 
6s ak Werke £32 310 £122 9 8 £15413 6 





The company will therefore be called upon to pay additional 
tax amounting to £154/13/6. 

The shareholder with a relatively small income is placed at a 
disadvantage when a private company fails to make a sufficient 
distribution of its income. In the above instance, the fund of 
£880 is depleted by £154/13/6, leaving a balance of £725/6/6. 
Let us assume that a few years later the company pays a dividend 
of £725/6/6 “wholly and exclusively” out of this fund. By then 
the averaging provisions will have been abandoned in respect of 
that class of taxpayer, and the dividend will be exempt from tax 
in the hands of A and B. 


— ' 
If a distribution has been 7" made A 
would have received .. . . £440 0 O 
Assuming he had a stable i income, he would 
have suffered additional tax amounting to 32 3 10 
A’s net income from the company would 
therefore be .. .. £407 16 2 
But he eventually receiv ved tax-free 50 per 
oumt. of B7ZS/GfSO .. 2. 2s cn ce oe RR OD 
Pe EE 6g dc os 6s oc ee ce ce ee 
B 
If a distribution had been made B would 


have received . . £440 0 O 
He would have suffered ‘additional tax of 122 9 8 


B’s net income from the company would 


therefore be .. .. js oe er oe OS 
But he eventually received tax- free See = 86 
B therefore gnims .. .. .. .. .. «. «5 £4 2 Il 








ee ae 
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Where a private company cannot, for financial reasons, make a 
cash distribution of its profits, and there is a considerable difference 
in the individual incomes of the shareholders, it is to the interest 
of those shareholders with relatively small incomes that the com- 
pany should declare a dividend up to the amount of its distributable 
income, if possible, and credit the shareholders therewith in the 
books of the company, permitting them to draw against such 
credits the additional tax included in their individual assessments 
All shareholders are thus placed on an equitable footing. 

The recommendation has the further merit that tax on the 
“distributable income” is postponed for one year. 

APPORTIONMENT OF INCOME AT DaTE oF DEATH 


Question 

C.S.E. (Sydney) asks: 

“Under the will of ‘X’ one half of the income of the estate is pay- 
able to his daughter ‘A’ for life with remainder to her child ‘S,’ and 
other half of income is payable to his daughter ‘B’ for life. 

“*A’ died on March 31, 1935, and her estate is not liable to 
Federal Estate Duty. 

“What return or returns are necessary for Federal and State 
Income Tax purposes by trustees of ‘X’ and what information 
should be shown therein ?” 

Receipts 
Estate of “X”—Year ended June 30, 1935 


1934 


July Mortgage interest to 30/6/34 .. .. .. £180 
Oct. Mortgage interest to 30/9/34 .. .. .. 180 
Dec. 15 Commonwealth Loan Interest .. .. .. 480 
Dividend (to 31/10/34) .. .. .. .. .. 360 
1935 
Jan. Mortgage interest to 31/12/34 .. .. .. 180 
(“A” died March 31, 1935) 
Apr. Mortgage interest to 31/3/35 .. .. .. 180 
June 15 Commonwealth Loan Interest .. .. .. 480 
Dividend to 30/4/35 .. .. .. .. .... 360 
Me os A& be 80. ae ee Op. See 
Answer 


Soon after the death of a taxpayer (following lodgment of Estate 
Duty Return) the Commissioner calls upon the executor to lodge 
a return of income of the deceased for period July 1, to date of 
death. 

If the deceased derived income as a beneficiary or partner of 
from a joint account, the Commissioner also calls upon the trust, 
partnership, or joint account to furnish return from July 1, to date 
of death of the beneficiary, partner, or member of the joint 
account. 

N.B.—Apart from the above action by the Commissioner, it 
should be noted that under the New South Wales Act (only) an 
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executor is required within 14 days after he has become executor 
to give notice thereof to the Commissioner (S. 265). 

The trustees of “X” will therefore be required to make a return 
of = in the estate of “X” for period July 1, 1934, to March 31, 
1935. 

“A” (deceased) will be shown as entitled to one-half and “B” 
to one-half of the income collected to date of “‘A’s” death, viz., 
£ 1,380. 

The trustee of “X” estate will, in due course, also furnish a 
further return for period April 1, 1935, to June, 30, 1935. 

The form of return calls for the following information: 


Mortgage interest .. .. Gat ae We Se: ve 
Commonwealth Loan Interest. OP wee Ghe Scot ak 480 
Ic ets aS aw <a! AW ob ee BS AG 360 

| i a 


Persons entitled— 
Estate of “A” (share of income received between 
March 31, 1935, and June 30, 1935, which 


accrued uP to date of aw se oo fae 
» ae eee ie ae SX ke: as 130 
ee ee ee aa elo us convents . _510 
Lae 


If no further information be supplied to the Ceaieliaee he 
will apportion the income of “S” (£130) between mortgage 
interest £180, Commonwealth Loan interest £480, and dividends 
£360. 

An examination of the facts will show that this will produce 
an incorrect result as “S” is not entitled to any share in the 
mortgage interest, and the proportion of Commonwealth Loan 
interest and dividends would not be correct having regard to the 
period for which such income was received. 

The trustees of “X” should show the distribution on a statement 
accompanying the return as follows: 

Commonwealth 
Mortgage Loan 
Interest Interest Dividends Total 


£180 £480 £360 £1,020 


Distribution— 
Estate “A” .. £90 £140 £150 £380 
5 ae — 100 30 130 
. ee 90 240 180 510 











£180 £480 £360 £1,020 


In the above workings it has been assumed, for the sake of 
simplicity, that there are no allowable deductions from the income 
derived by the estate of “X” If there are allowable deductions full 
details should be shown as to the particular income against which 
the deductions are chargeable. 
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Legal Section 
Edited by G. L. MayMAN, M.A., LL.B., B.COM., A.F.I.A. 
JOINT TENANTS AND TENANTS IN COMMON 


A correspondent (“A.B.”), writing from Tasmania, wishes to 
know the difference between joint tenancy and tenancy in common. 

There are several forms of co-ownership. Land may be held 
simultaneously by several persons, and these interests may be in 
the present or may arise in the future on the happening of some 
event. Co-ownership entitles such persons concurrently to the 
possession and enjoyment of the same property. The two most 
usual forms of co-ownership are tenancy in common or joint 
tenancy, but there are several points of difference between the two. 
Joint tenancy is the rarer of the two forms, but is convenient in its 
application to trust property. (See note at end.) 


Joint Tenancy arises only through the act of some person, by a 
grant or by a devise under a will. Where land is granted to two 
or more persons, and there are no words in the grant indicating 
that each is to have a separate interest, they take the land as joint 
tenants. This applies whether the land is freehold or leasehold. 
They will, therefore, hold as joint tenants the fee simple, or as 
joint lessees, as the case may be. There are some cases where 
a court in equity looking at the surrounding circumstances of a 
conveyance (for example), may construe the intention to create 
a tenancy in common, notwithstanding the absence of words to 
that effect. 

Each joint tenant has the same interest in the land and in every 
part of it as the other person; none holds any part to the exclu- 
sion of the other. Having been created by the same act, the in- 
terest of each is deemed to be the same in extent, nature and dura- 
tion. These are called the unities of title, interest, possession and 
time. 

Should one tenant wish to surrender his interest, he does it by 
releasing his rights to the other tenant or tenants; if one tenant 
dies, his interest is extinguished, and so is incapable of being passed 
on to his personal representatives, and where there are only two 
tenants, and one dies, the survivor remains in sole and exclusive 
possession. It is this right of survivorship which distinguishes 
joint tenancy chiefly from tenancy in common. 


Tenancy in Common.—We have seen that each joint tenant 
holds the whole jointly, and nothing separately. A tenancy in 
common differs from joint tenancy in that it requires neither unity 
of title, interest, nor time, but only unity of possession. It is 
created in a will or deed, by words indicating that each person is 
to hold a moiety, or indicating that the grantees are to take sepa- 
rate or divided interests. It is this separation of interests which 
excludes the operation of the right of survivorship, for on the 
death of a tenant in common his share or interest passes in the 
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way intended by his will. It does not pass automatically to the 
surviving tenants. 

Trustees—When several trustees are appointed, they are usually 
made joint tenants, so that on the death of one the whole property 
which is administered by them may vest in the survivors. 





BILLS OF SALE 


The case of Clements v. Colley, in which the dispute centred 
around the validity of a bill of sale, has been noted already in this 
section of the Journal. Since then the High Court has upheld the 
decision of the Victorian Full Supreme Court, which held that a 
bill of sale was invalid unless it clearly set forth a description of 
the property comprised in the bill of sale and the situation of the 
property. 

The decision is a warning to at least two classes of persons who 
rely upon this form of secondary security. To the person who has 
lent money on obtaining a mortgage over personal property of the 
borrower, it is a warning to see that the subject matter is ade- 
quately described and its location indicated in the document, other- 
wise his so-called security will be lost. On the other hand, other 
persons who may be distraining on the property of a debtor can 
ignore the existence of a claim by the debtor that the property in 
question is already covered by a bill of sale in favour of another 
creditor. 





WORKERS’ COMPENSATION ACTS 
By A. E. Parkes 
Inspector, State Accident Insurance Office, Melbourne 

The following is a comparative statement concerning the 
Workers’ Compensation Acts in Australia and New Zealand. 

The figures given refer to adult “workers” only. Special pro- 
vision is made for (a) persons under the age of 21 years, (b) 
persons over the age of 60 years, or who are suffering from some 
physical or mental infirmity. 

It will be noted that no two States provide similar benefits. Of 
all those detailed, New South Wales appears to give the most 
favourable payments. 

From a study of the various Acts concerned, no material dif- 
ference is apparent in the definition of a “worker.” 

It might also be pointed out that each Act mentioned in the 
statement makes provision for the deduction, from compensation 
payable to dependants, of any weekly amounts paid to a worker 
prior to death as the result of an “accident” or “disease.” 

In some of the States, separate Acts have been passed covering 
certain diseases contracted in the mining industry. 


F 














op 





yy jo 
app 
-ayos 
ur 7no 
yas sy 


“299 
squity 
jo 
$so’| 
































































































































esousdse | 
yeorpeur 
op op 40} 1F ed INN , 899 ed OOFF 
0} dn | 
snd QOOTF 
S1e8A INO] 
oyeur 
‘op ‘op 009F 43 eF ype 08 00&F ‘op yaom 
10} ZF rod 9F 
‘-/O1/1F 
Jayyews 
ou) st ‘md 1F -/SU/13 
AMY | UNUTxe, | sSurusee ‘poteul Oz yao 
‘op ‘op 00L3 sSujusea | “py sepun Apyaom {-/e/1F %0S 0) dn ‘op 0093 OOTF ‘op jod O1F 
Ayyoom =| pyryo yous | oSesaay ‘ap2uis op 
aselvar 405 9/2 
410 GF 
sasuodxa 91 Jepun 001s 
‘op ‘op esrpour | -/o1/es | pry youo | -/or/Es -/0W/13 %0S 07 dn op 0093 OOFF op ‘e'd OFF 
suid oz 40} 9/2 op 
yy jo “a'd-/O1/13 sjuep oct 
ainpeyos aaoge se | WINUWITxeyy uadap jt 0} dn sures 
op ur 3no OCLs ‘op 30 “Pl Jopun -/SL/aF Cl/23 ‘op sasuedxa op 0093 OO0&F saeod ‘e'd ozcs 
yas SY -/9/*3 piryo yp wid 15 jeting pue ery 
Joy “ad Teo1pe 
(stsooTp!s 
jo uoly Joyyeurs 
-daoxe ayy | Ayoedeour S FI Jepun 
yt) yusur | yueUeU prryo Oks QI 29p 
‘op -Aojdura -1od pue yore 10} &F 23 ‘op 0} dn ‘op quep 
jo asinoo Te}0} Jo} ‘md 9/8 sasuodxa yore 10} 
Ul pezoeI} | poyuNuN | sses2Ae aFLM JO} peung OORF 
-U0d 5} 00013 10 $F ad 15 
Ainf{ur se 
pougeg 
ye ut “mad {ouspuad 
¢3 0} dn -/#/13 CLF -Op [e303 
yep yy jo sosuodxa UINUT xe PY o7 dn Joy uInu it 
e | aynpoqos eqdsoy ‘sreaA #1 sasuedxa -1xeul sZuuies 
40} se ur yno pue 9/2/83 Jepun -/OU/IS %499 Teng = |pesoxe 07 OSLs 005 sae ‘ed OOFF 
owes yas sy ‘jeorpeul PIrqo yoro pue JON “Asn ea 
‘gouepnqure ‘a'd 9/8 [eorpoyy  -ur 07 aye 
snd 908s uorsod 
oid ums 
‘ Surpeed : [ 
uoy | 12fojdura saSoidura | ununxeus 22 -xa jou |. : wn xeyy | wnt siseg 
Lesued jo jo Apyaam sjuow fed ad “ad sSuusea | A°uepued | Asuop 
-woy | AypqerT Aynqety paurquio) PMO wouxeyg | wu Jo a8e -op ON -uadap 
TeioL -yUadI0g tensed Aouapuadap [e30L ut saseat 
UINWIXe IY 
seseasip 
jeysnpuy Ayroedeouy [e303 Jo} UoTyesuadwioD ‘saseo yeyeq = ‘uorjesuedul0) 





























op op Z N 
Asostnd 
sAep -wi09 ‘StL 
aL ON 
Sep 
uO ‘op v's 
TIN ‘op VM 
IN ‘op 
s&e ‘op =| M'S'N 
UsAeS 
sXep |Asostnd 
oo L -mi07 “A 
Ayoed 
-eOuy 
jo sour | aris 
poued | -msuy 7 
urnuw 
“TOTN 





SNOILOUS YOLVW AO 





LNAWALVLS 





AAILVUVdWOD 


SLOV NOILVSNHdWOD SYAMAOM 





















| 
do £400 p.a 








THE AUSTRALIAN ACCOUNTANT 





AUG., 1936 


ADMINISTRATION OF A FOREIGN WILL 


An illustration of the safeguards provided by law which tend 
to ensure the proper disposal of the property of the deceased is 
found in a case recently decided by Long C.J. in the Supreme 
Court of New South Wales. Our facts are taken from the 
Sydney Morning Herald :— 


Directions were sought by the Permanent Trustee Company as 
to what it should do with certain moneys in the estate of Paul 
Azzopardi, a Maltese. 

The deceased died at Malta in January, 1931, having depo- 
sited his will with a notary public. The document was in Italian, 
and by it the testator made a brother, a sister, and the children 
of a deceased sister his heirs. 

Following Azzopardi’s death, the Permanent Trustee Company 
received a letter from Dr. Vassalo, an advocate at Malta, with 
reference to the estate. In this, the writer stated that the de- 
ceased, who had formerly lived in Sydney, had two fixed deposits 
at the Savings Bank, and suggested that letters of administration 
should be taken out in the name of Lorenzo Azzopardi, a brother 
of deceased. As it was considered that the most expeditious way 
to administer the estate in New South Wales would be for let- 
ters of administration with will annexed to be obtained in Malta, 
the attorney of the grantee to then obtain a re-seal, Dr. Vas- 
salo was informed of this. He replied that letters of administra- 
tion in Malta were granted only to an executor, and Azzopardi’s 
will made no appointment of an executor, and that there were no 
probate proceedings in Malta. As the result of this, and further 
correspondence, the Permanent Trustee Company, in March, 1935, 
applied for and was granted letters of administration in New 
South Wales, with certified copy of the will annexed. The assets 
in New South Wales amounted to £1,526. 

The trustee company being an ancillary administrator, was 
under obligation to remit the surplus remaining after payment 
of all liabilities of which it had notice, to the administrator or other 
person entitled to receive the money in the country of deceased’s 
domicile. As, however, there are no probate proceedings at Malta, 
and it is not necessary there to appoint an executor, a question 
arose as to whether there was anyone whose receipt would be a 
complete discharge to the trustee company for moneys belonging 
to Azzopardi’s estate. Further, the trustee company was unable 
to determine who were the persons beneficially entitled, and to 
whom they might make direct payment, because of some uncer- 
tainty as to the proper translation of the will and as to certain 
usufructory provisions contained in it. 

Dr. Vassalo, the adviser to the estate in Malta, had suggested 
that the balance available at Sydney should be remitted to Bar- 
clay’s Bank at Malta, with a direction to the bank to make pay- 
ment to the persons who, in the opinion of the bank’s legal adviser 
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at Malta, were entitled, under the will, to receive a share of the 
money. 

The trustee company, in view of the uncertainties existing, asked 
for directions as to how the money should be disposed of, and on 
whether application should be made to amend the translation of 
the will annexed to the letters of administration. 

His Honour, in accordance with authorities cited, including re 
Achillopulos (1928 1 Ch. 433), advised the applicant trustee com- 
pany that it would be justified in paying the assets remaining 
in its hands, after payment of New South Wales liabilities, to 
Barclay’s Bank at Malta, with the direction to pay on the advice 
of the bank’s legal adviser. As distribution would take place under 
the Maltese will under the law of Malta, it would not be neces- 
sary, at present, to apply for any correction or modification of the 
translation. 





MUNICIPAL RATES AND JOINT OWNERS 


The question of liability for rates levied on land jointly held 
was recently considered by the Supreme Court of New South 
Wales. The plaintiff, Dimdore, in 1934, was joint owner with 
M. and H. Leventhal, who were named as defendants. Defen- 
dants, however, had disposed of their interests to one Wright, but 
the transaction had not been registered at the Land Titles Office, 
although the municipal authorities were aware of the transfer, 
and had, in fact, recorded Wright and Dimdore as the owners 
in 1935. In due course a rate notice was served on the plaintiff 
(Dimdore) and Wright. Plaintiff paid the rate, and sought to 
recover a contribution from M. and H. Leventhal. 

The Court entered judgment for the defendants. 


The Local Government Act is much the same in each State, and 
the following references to the New South Wales Act by the 
Judge should apply generally :-— 

“In any case, where more than one person is an owner or holder 
of the land, the rate may be levied upon any one or more of such 
persons, and the Council may recover the rate as against any 
person upon whom the rate is so levied—Section 139 (5). In 
order that anyone may incur liability to the Council to pay a rate, 
it is necessary that the Council should have made the rate by 
resolution, and that it should have levied it by serving a rate notice 
—Section 139 (2). 

“If there are several owners, as where the land is vested in 
tenants in common, or in a person who holds in trust for another, 
it is provided by Section 139 (5) that it may be levied upon any 
one or more of such persons, and it may be recovered by the Coun- 
cil as against the person upon whom it is so levied. But a rate 
cannot be levied upon anyone upon whom it has not first been 
made. 
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“In the present case the Council could have made and levied a 
rate upon defendants instead of, or as well as, Wright, under Sec- 
tion 139 (5), but it did not do so. It made and levied the rate 
only upon plaintiff and Wright, and these were the only persons 
liable to the Council for the rate, and the only persons between 
whom an apportionment of that liability could be made inter se by 
virtue of Section 147. It was sought to be argued that, indepen- 
dently of Section 147, upon which plaintiff’s claim was really 
based, defendants came under a common law obligation to pay 
contribution to plaintiff. But to obtain contribution at common 
law, it is necessary, apart from agreement, to establish that one of 
several persons has paid more than his proper share towards dis- 
charging a common obligation. 

“In the present case, since defendants have not been rated, they 
never came under any obligation to the Council. So long as the 
Council rates the defendants’ equitable transferees, and not defen- 
dants themselves, I see no way in which any contribution can be 
obtained for rates against them; although plaintiff may be entitled 
in equity to be subrogated as against the land to the Council’s 
charge, for rates from which the land has been freed by his pay- 
ments.” 





FRUSTRATION OF CONTRACT 


According to strict law, a party to a contract is bound either 
to honour his obligation or pay damage for breach, and he can- 
not escape one or other of these alternatives by pleading that cir- 
cumstances have supervened which excuse him. To mitigate the 
harshness of that rule, there was introduced the doctrine of frus- 
tration, described on one occasion by Lord Sumner as “a device 
by which the rules as to absolute contracts are reconciled with a 
special exception which justice demands.” 

The principle of frustration is applied where it is shown that 
a contract is founded on the assumption of the continuance of a 
certain state of things. The contract is discharged when that 
state of things ceases to exist. The sharpest illustrations of this 
exception were the cases which arose out of the postponement of 
the Coronation of King Edward VII, of which Krell v. Hendry 
(1903) is usually cited as typical; the principle received further 
application and development during the war, when many com- 
mercial adventures were in law declared frustrated. 

In a recent appeal, Maritime National Fish Ltd. v. Ocean 
Trawlers Ltd. (1935, A.C. 534), the Privy Council refused to 
apply the principle of frustration in circumstances which mem- 
bers of the accountancy profession would be well advised to note 
carefully. According to the facts of the case, it appeared that at 
the time when the appellants had chartered from the respondents 
a steam trawler fitted with an otter trawl, they knew that there 
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was a statute which made it an offence to use such a trawl, except 
under licence from the Minister of Fisheries. Thereafter they 
applied to him for licences for five trawlers which they were 
operating, but when he intimated that only three licences would 
be granted, they named three trawlers which did not include that 
of the respondents. To an action claiming the charter hire they 
pleaded that they were under no liability, as the charter-party had 
become impossible of performance. The Privy Council had no 
difficulty in holding that even if it were assumed that the per- 
formance of the contract had been made dependent on a licence 
being granted, it was the appellants’ election of the three other 
trawlers which prevented performance, and that it was, there- 
fore, their own default which caused the frustration of the 
adventure. 

Although it was unnecessary for their Lordships to determine 
the further point whether, apart from any question of election, 
the Minister’s refusal to grant a licence could be held to frustrate 
the contract, nevertheless they indicated the strongest doubts, 
Lord Wright saying: 

“In a case such as the present, it may be questioned whether the Court 
should imply a condition resolutive of the contract (which is what is in- 
volved in frustration) when the parties might have inserted an express 
condition to that effect but did not do so, though the possibility that things 
might happen as they did was present in their minds when they made the 
contract.” 

His Lordship’s weighty observations at once bring before us 
the most common of business transactions, namely, a contract for 
sale of premises or of a business, or indeed of any other subject. 
In the great majority of such agreements, it is essential to stipu- 
late that the sale is conditional on either a certain lease being 
granted, of a licence procured, or other important privilege or con- 
sideration materialising, and in these days of rapidly increasing 
State restrictions, it is more than likely that there will be some 
requirements, possibly formal but not necessarily so, which must 
be complied with in order properly to vest the purchaser with the 
full status of the seller. Now, in our opinion the decision referred 
to is a plain indication that parties must themselves attend to 
these requirements. Belated excuses that, owing to the want of 
them the buyer is deprived of his purchase, will not be listened to. 
The only sound practical method, therefore, is for the purchaser’s 
advisers to inquire carefully what items of the transaction depend 
on conditional circumstances, and, if unable to assure themselves 
independently that these will inure to their client, to stipulate in 
the contract that in the event of the buyer being unable to procure 
a continuance of the like circumstances, the bargain will, in his 
option, either not proceed or be subject to some modification.— 


From The Accountant, London. 
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Publications Received 


Guide to the Companies’ Acts of the Australian States and New 
Zealand. By A. Clunies Ross, B.sc., F.c.A. (Aust.) (Sir Isaac 
Pitman & Sons Ltd.), Melbourne, 1936. Pp. 232 + x. 
Price, 6/-. 

“This book,” says the author, “is intended for the layman who 
wants to have something more than a vague idea of what a com- 
pany is, and for the practising accountant and secretary.” 

It has been arranged in comparative form, showing, by means 
of a handy letter reference, the differences in the law in the sev- 
eral States. 

The subject matter has been treated in simple language, and stu- 
dents should find the book an excellent guide to the Acts required 
to be studied by them. Appendices contain a tabulation of the 
Corresponding Sections of the English Acts in parallel columns 
with the sections in the Australian States, the Federal Ordinance, 
and New Zealand. Foreign companies, with rules for their regis- 
tration, are separately treated. 





Commonwealth Institute of Accountants 
ADMISSIONS AND ADVANCEMENTS IN STATUS 


The following admissions and advancements in status have been 
made :— 


Admissions as Licentiates: 


New South Wales 
Messrs. F. E. Barnard, N. E. Dauncey, H. Gray, A. S. Henderson, R. A. 
Heathwood, R. J. W. Stephens, A. F. Thomas, Miss D. A. Hodgson. 
South Australia 
Mr. H. E. Wignall. 
Victoria 
Messrs. G. E. Alenson, K. W. Garton, R. L. B. Glass, A. J. Morrison, 
J. T. Sandford, A. N. Walls. 


Tasmania 
Messrs. E. T. Wellington and Whitchurch. 
Admission as Associates: 


New South Wales 
Messrs. C. D. Adcock, H. W. Jones, R. E. Jones, J. F. Myles, Miss 
C. S. Newton. 


Victoria 
Messrs. G. C. Andrews, N. R. Macaw, R. E. Stone. 


Tasmania 
Mr. B. Layton. 
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Advancements to Associateship: 
Victoria 
Mr. H. W. Morris. 
South Australia 
Mr. H. C. Dridan. 
Advancement to Fellowship: 
Victoria 
Mr. W. W. Buck. 
In the list of Advancements to Fellow which appeared in our 
June issue, the name of Mr. G. S. Swaine, of Melbourne, was 
incorrectly stated as G. S. Swayne. 





NEW SOUTH WALES DIVISION 

At the meeting of the New South Wales Divisional Council, 
held on July 10, the sub-committee appointed to consider the ques- 
tion of Post-Graduate Courses submitted a progress report, in 
which it was stated that particulars of the proposed scheme will 
probably be ready for submission to next meeting. 

Proposed Newcastle Branch—lIt was reported that a large 
number of members resident in the Newcastle district had signi- 
fied their approval of the establishment of a branch at Newcastle, 
and the sub-committee dealing with this proposal would shortly 
make arrangements for the inaugural meeting of the branch. 

Jubilee Celebrations ——The special sub-committee of the New 
South Wales Divisional Council reported having held a prelimi- 
nary meeting in connection with the Jubilee of the Institute in 
March, 1937, and the drafting of a tentative list of functions is 
receiving attention. 

Income Tax.—A sub-committee was appointed to consider cer- 
tain aspects of the new State Income Tax Act. 

Personal.—Mr. J. L. Zillman, F.1.c.a., has resigned from the 
N.S.W. Divisional Councii, on account of pressure of business. 
The Council accepted the resignation with sincere regret, and a 
suitable letter was directed to be forwarded to Mr. Zillman in 
appreciation of his services. 





SOUTH AUSTRALIAN DIVISION 
DivisionaL CounciL MEETING 

At the meeting of the Divisional Council, held on July 28, sev- 
eral matters of particular interest were dealt with. 

Accountancy Students’ Society of South Australia—The con- 
stitution and rules of the combined Society, resulting from the 
amalgamation of the Students’ Societies of the Commonwealth 
and Federal Institutes, were received. 

Annual Meeting.—The report of the sub-committee appointed 
to consider the arrangements for the Annual Meeting in 1937, the 
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Jubilee year of the Institute, was adopted. It is proposed to hold 
a dinner at Mt. Osmond Golf Club. In view of arrangements 
being made for simultaneous meetings in the other States, the 
possibility of the speeches in Melbourne being broadcast is to be 
explored. 


Meetings of Members and Co-operation with Other Institutes. 
—At the instance of Mr. A. L. Slade, this matter was discussed, 
and members of the Council expressed the view that co-operation 
with other Institutes, in the interests of the profession generally, 
was desirable, and that more opportunities should be afforded for 
the bringing together of accountants for mutual benefit. 


Post-Graduate Courses—The Registrar reported that regular 
monthly meetings of the Cost Accounting Group are being held, 
and that, in view of the finalisation of the amendments to the Fed- 
eral Income Tax Act, it was proposed to reorganise the Taxation 
Group at an early date. 


Lecture on “Accountancy for Management Purposes.”—Mr. A. 
A. Fitzgerald, the Editor of The Australian Accountant, delivered 
an interesting address to members of the Institute in Adelaide on 
July 24. Mr. A. R. Burnell presided, and Messrs. Kenneth W. 
Neill and R. M. Steele, Chairman and Registrar of the Chartered 
Institute of Accountants, attended. 

Mr. Fitzgerald dealt in a useful and instructive fashion with 
some aspects of managerial accountancy. 

After a short historical description of the development of the 
functions of accountants, he proceeded to discuss some of the 
more important features of modern accountancy outlook and 
technique, and to describe the various steps necessary in the plan- 
ning of a scientific accountancy system. The first step, he said, 
should be to decide what information was needed and would be 
used by the management. Then the form in which such informa- 
tion was to be presented should be selected, and the whole book- 
keeping and accounting system should be so arranged as to pro- 
vide the desired data with a minimum of trouble and expense. 
Economy in the operation of the system, and safeguards against 
fraud and error, should receive due consideration in making these 
arrangements. 

The lecturer dealt in some detail with the principles of classi- 
fication of accounts, which he regarded as fundamental in good 
accounting, and which, in his opinion, had so far received very 
little attention in Australia. 

In the course of his remarks he referred to the admirable sys- 
tem of accounts—including constructional cost accounts—which 
he had that day had the opportunity of inspecting in the South 
Australian Government’s departments dealing with irrigation and 
engineering and water supply. He had seen nothing which sur- 
passed them either in public or private accountancy systems. 

At the conclusion of the lecture, a vote of thanks was carried, on 
the motion of Colonel M. F. Beevor, seconded by Mr. K. W. Neill. 
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WESTERN AUSTRALIAN DIVISION 


Post-Graduate Course.—In pursuance of the recently inaugu- 
rated policy of lectures to assist those taking part in post-graduate 
study, a lecture was delivered to about 40 members in the Karra- 
katta Club Ballroom by Professor Fisher, Professor in Econo- 
mics in the University of Western Australia. The subject chosen 
was “Office Planning.” Members displayed keen interest in the 
lecturer’s remarks, and at its conclusion a vote of thanks was 
accorded the lecturer. 





Victorian Division 


A meeting of the Council of the Victorian Division was held 
on Tuesday, July 21. Admissions of new members and advance- 
ments in status were authorised, as set out elsewhere in this issue. 


Post-Graduate Studies—It was reported that over 200 mem- 
bers attended the inaugural lecture of the 1936 series, conducted 
as part of the general scheme of encouraging the study of 
advanced phases of accountancy. 

In introducing the lecturer, Mr. L. A. Schumer, the State Pre- 
sident, Mr. A. A. Fitzgerald, drew attention to the scant con- 
sideration given in Australia to the very important subject of 
account classification. 

At the conclusion of the lecture several members congratulated 
the lecturer on the practical and useful nature of the material he 
had presented with the aid of lantern slides. 

The second of the series of lectures commenced on July 30, 
when the Assistant State Registrar attended to introduce Mr. M. 
V. Anderson. 


Mr. Schumer’s Book on Cost Accounting.—It was reported that 
1,850 copies of Mr. Schumer’s book had been sold, 140 of which 
had been purchased by New Zealand accountants. The Council 
was pleased to learn that the demand for copies was being well 
maintained. 


Victorian Companies Bill_—Messrs. L. A. Cleveland and A. A. 
Fitzgerald were appointed to the Joint Committee of Accountancy 
and Secretarial Institutes (it being found necessary to reduce the 
size of the Committee), which intended making a detailed study 
of the Bill. The Council was pleased to learn that many of the 
recommendations of the Joint Committee, previously appointed, 
had been adopted by the Government and inserted in the Bill. 


Consultative Committee—It was decided to constitute this 
Committee one of the Standing Committees of the Council, so 
that members might always be in the position of obtaining the 
advice of their brother accountants whenever the occasion arose. 
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Federal Institute of Accountants 
ADMISSIONS AND ADVANCEMENTS IN STATUS 


The undermentioned admissions and advancements in status were 
made at the Executive meetings held on June 30, 1936, and July 13, 
1936. 


Admissions as Associates: 
Victoria 
Miss P. N. Armstrong, Messrs. R. J. N. Blackwell, R. G. F. Carison, 

A. L. Chambers, A. J. Christopher, C. S. Cole, E. M. O’Connell, J. C. 
Couzens, A. N. Curphy, C. Dumble, H. N. Evans, J. F. Evans, 
R. E. W. Fairless, A. L. Finger, E. F. Ford, W. S. Howden, J. A. 
Jones, H. A. King, Miss L. Letts, Messrs. G. Love, J. C. Lyons, H. N. 
Martin, A. H. Millman, E. F. Moyle, G. J. McGrath, S. T. Neath, R. 
Parker, R. A. Parker, G. A. Parkinson, H. J. Peverell, B. J. Rank, 
D. A. Rogers, C. G. Rusden, W. H. Smith, T. R. H. Spiers, J. H. 
Sunderland, H. K. Thompson, A. B. Tilemann, R. G. Townsend, 
A. R. V. Watson, F. Wherritt, C. N. R. Stocks. 


New South Wales 
Messrs. G. W. Reid, R. A. Bunn, J. J. Burke, L. J. Hill. 


Tasmania 
Messrs. L. D. Barnes, J. W. Geale, H. H. Batten, Miss I. W. Hickman. 


Western Australia 

Messrs. N. Gray, W. J. Forrestal. 
Advancements to Associateship: 
Victoria 

Messrs. J. W. Clark, J. E. McNeil. 
Queensland 


Messrs. C. P. Dunlea, M. J. W. Kidby, A. R. James, D. S. Davis, J. S. 
Joblin, R. C. Harris. 


South Australia ‘ 
Messrs K. W. Arscott, A. R. Whitington, J. R. Odgers. 


Western Australia 
Messrs. R. Simper, J. Waldron. 


Provisional Associateship: 
Victoria 
Messrs. N. R. Boase, A. J. Cock, D. J. Davies, L. N. Judd, J. S. S. 
Richards, R. A. Walmsley. 
Advancement to Fellowship: 
Victoria 


Mr. C. J. Nipper. 


COST ACCOUNTANCY EXAMINATIONS 
It has been decided by the Council to hold the cost accountancy 
examinations on the undermentioned dates :— 
, Friday, November 27, 1936.—No. 1 Paper: Intermediate and 
‘inal. 
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Monday, November 30, 1936.—No. 2 Paper: Intermediate and 
Final. 

Members desirous of entering are requested to lodge their 
applications, in writing, with the local Secretary of the State Divi- 
sion in which they reside, not later than October 31, 1936. 


NEW SOUTH WALES DIVISION 


On Thursday, July 9, the New South Wales Board entertained 
the Council of the New South Wales Division of the Common- 
wealth Institute of Accountants at luncheon at the Wentworth 
Hotel. 

Mr. R. W. Hamilton, the Chairman of the New South Wales 
Board, in welcoming the representatives of the Commonwealth 
Institute, said that he and the members of his Board thought that, 
if the members of the Councils of the different Institutes came in 
contact with one another personally, the result could only be 
beneficial, and bring about a better understanding between various 
accountancy bodies. 

Mr. Hamilton went on to say the Federal Institute was desirous 
of working in perfect harmony with all accountancy bodies, and 
he was of the opinion that gatherings of this character would go a 
long way towards bringing about happier conditions amongst the 
members of the profession. 

Mr. S. W. Griffith, the Chairman of the Council of the New 
South Wales Division of the Commonwealth Institute of Accoun- 
tants, on behalf of his Council, expressed his appreciation of the 
sentiments enunciated by Mr. Hamilton, and said he trusted that 
more gatherings of a similar nature would take place. 


MEMBERS’ LUNCHEON 


On Wednesday, July 15, a luncheon was held in the Audi- 
torium at David Jones Ltd., Sydney,’ under the auspices of the 
Federal Institute of Accountants, New South Wales Division, 
when Dr. W. P. Chen, TH.p., Consul-General for China, delivered 
an interesting and instructive address on “Some Commercial 
Aspects of China To-day.” 

The State President, Mr. R. W. Hamilton, F.F.1.4., who pre- 
sided over a large attendance, extended a cordial welcome to the 
visitors, including representatives of kindred institutions, and in 
introducing the speaker, said that they were deeply indebted to 
Dr. Chen for his presence at the gathering, as he was still suf- 
fering from the effects of a severe cold. Mr. Hamilton stated 
that, although Australia’s trade with China was small in com- 
parison to her trade with other large nations, their experience 
had shown that Chinese residents in Australia enjoyed the repu- 
tation of being honest in their business dealings. 

Dr. Chen said that he was pleased to have the opportunity of 
speaking of his country to a gathering of that nature; it was a 
distinct advantage to have a knowledge of the conditions and 
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problems of other countries, and he expressed the opinion that 
mutual understanding between nations would eliminate many 
quarrels. Great changes were taking place in China, and during 
the past twenty to thirty years vast improvements had been made 
in industry and commerce. 

In China, as in other countries, there were dialects, and it was 
almost impossible, fifteen years ago, for Chinese people to under- 
stand the language spoken by their countrymen living beyond a 
distance of about twenty miles. Education in China had made 
such an advance during the past fifteen years, however, that at 
present the national language is understood throughout the 
length and breadth of China. There is now a system of tele- 
phone communication throughout the country, and the radio 
industry was rapidly developing. 

China had also established airways. There were at present two 
principal airway centres, from each of which aeroplanes took off 
every twenty-four hours, in four different directions, and in that 
way China was linked up with airways. 

During the past fifteen years immense progress had been made 
in China in respect to highways, and the country, where formerly 
very narrow roads were constructed, is now a network of good 
roads. 

Within the past thirty years industries in China had been revo- 
lutionised. The silk industry originated in China about twenty- 
seven centuries B.C., and until about thirty years ago the whole 
of the work was carried out in the homes. When the silkworms 
had completed their spinning, a very busy time was experienced 
in the homes, the cocoons having to be dipped in hot water and 
the silk wound on reels. “All members of the family, even the 
young children, were busily engaged in that work, with the excep- 
tion of the father. (Laughter.) 

To-day, silk factories, with modern, electrically-driven mach- 
inery, are established in the larger towns and cities. Cocoons are 
now treated in such manner as to provide employment through- 
out the year, and research is being carried out in connection with 
the industry with the object of producing better silk. 

Shanghai had now a population of three and three-quarter mil- 
lions, and was highly industrialised. 

Dr. Chen also dealt with the political situation in China. Dif- 
ficulties in the past had been caused by disintegration, but there 
were marked indications of progress towards unity and peace and 
prosperity. 

At the conclusion of Dr. Chen’s address, a hearty vote of 
thanks to the speaker was proposed by Mr. A. A. Brackpool, 
A.F.LA., and carried with acclamation. 

The visitors included Messrs. B. Latham, a.1.a., Commonwealth 
Bank; P. Kearns, Commissioner, Rural Bank of N.S.W.; S. Bry- 
son, Commonwealth Bank; P. W. Lovett, Commonwealth Audit 
Office; C. A. Armstrong, Deputy Commissioner of Taxation; J. 
Spence, Auditor-General; D. McVey, Secretary, Institute of 
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Public Administration ; S. W. Griffith and E. W. E. Jones, State 
President and Registrar respectively, Commonwealth Institute of 
Accountants; Bruce Smith and Conrad F. Horley, Chairman and 
Secretary respectively, Association of Accountants of Australia ; 
L. Bowmer and H. W. Butterel, Incorporated Institute of Secre- 
taries; John Dunn and Colonel J. J. Murray. 


VICTORIAN DIVISION 

The second monthly Members’ Luncheon took place on Tues- 
day, July 21. The chair was occupied by the President, Mr. A. L. 
Prendergast, F.F.1.A., and there were present about 100 members. 

After lunch, a short and very interesting address was given by 
Mr. F. L. King, a.F.1.a., Secretary of the Metropolitan Board of 
Works, under the title of “Why the Melbourne and Metropolitan 
Board of Works Levies Rates.” 


TASMANIAN DIVISION 


At the usual monthly meeting of the State Board in July, a 
letter was received from the Western Australian Division in 
regard to the retention of the Taxation Board of Review, instead 
of the setting up of a Taxation Appellate Tribunal. Members 
present expressed themselves as supporting the retention of the 
Board of Review under the new Act. 

A new and modified form of application for admission to mem- 
bership of the Institute was considered and approved by the Board. 

It is noted by the list of candidates securing honour places at 
the last May examinations that Mr. H. J. Shrosbree secured a 
position with 276 points. 

A reply was received to a letter sent to the Registrar of the 
University with respect to reciprocity between the University 
of Tasmania and the Federal Institute of Accountants, and the 
arrangements granted by the Council of the University were con- 
sidered satisfactory. 

Eight applications for assistance in educational studies were 
received from Associate members. The applicants were granted 
help under the allowance allocated for the purpose by the Council 
of the Institute. 


WESTERN AUSTRALIAN DIVISION 


State Board Meeting.—The monthly meeting of the State Board 
was held on July 23, when matters of general routine were dealt 
with. Six applications from students who had completed their 
examinations for advancement to Associateship were approved and 
forwarded to the Federal Executive Committee. A suggestion 
from South Australia regarding appropriate action in connection 
with accounting terminology was approved. 

It was reported that the next lecture in the winter series would 
be delivered by Professor Beasley on the subject of the “Philo- 
sophy of Marx.” 
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Monthly Lecture.—About fifty members assembled on July 9 
in the Burt Memorial Hall, when Professor R. G. Cameron lec- 
tured on “Whither Civilisation?’ The Chairman of the State 
Board, Mr. E. M. Barker, F.F.1.4., was in the chair. 

The lecturer, after tracing the various steps which civilisation 
had gone through in its economic development, pointed out that 
at present society was capable of supplying all human needs in 
abundance, but owing to faults in the method of distribution of 
wealth there was an unequal distribution of needs. 

He stressed the need for adjustment of these inequalities, and 
suggested that, in neglecting this, civilisation was risking revolu- 
tionary overthrow of the existing system by those who were being 
deprived of the normal satisfaction of their needs. 

At the instance of Messrs. Clarke and Mattiske, a hearty vote of 
thanks was accorded the lecturer. 


Employment File—The State Secretary recently was asked 
whether an employment file could not be instituted for the pur- 
pose of assisting members in obtaining employment. It is now 
desired to point out, for the information of members, that such a 
file has been in existence for a number of years, and on several 
occasions has been of use to members of the Institute. 





The Australasian Institute of Cost Accountants 
NEW SOUTH WALES DIVISION 


Examinations 
Entries closed on August 15 for the forthcoming examinations 
to be held in September, from Monday, September 7, to Monday, 
September 14. 
State President 


Mr. D. J. Nolan, F.c.a.a., A.M.1.£ (Aust.), President of the 
New South Wales Division of the Institute, is at present on a 
business visit abroad. Mr. Nolan is manager of the Sydney 
County Council. 

During Mr. Nolan’s absence from the State, Mr. T. O. Hansen 
F.C.A.A., Vice-President, is Acting President. 


Sydney Office 
The office of the New South Wales Division is in Australia 
House, Wynyard Square, Sydney. Mr. L. N. Rignold, a.c.a.a., 
is the State Registrar. 


’ 


Library 

The Institute has a library, and any candidate for examination, 
after payment of the entrance fee, is entitled to borrow books from 
the library, subject to his observance of the rules and regulations. 
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Costs Research Society of Australia 
NEW SOUTH WALES DIVISION 


This Society, as its name denotes, is associated with the Aus- 
tralasian Institute of Cost Accountants. Meetings are held 
monthly from March to October, in accordance with a syllabus, 
the remaining meetings for the current year being :— 

Monday, August 24.—Research Session. Subject for discus- 
sion: “Labour Control.” 

Monday, September 28.—Lecture: “The Costs of Selling,” by 
A. R. Allen, managing director, Vesta Batteries Ltd. 

Monday, October 26.—Research Session. Subject for discus- 
sion: “Expense Control.” 

The meetings are held at the Conference Hall, Manufacturers’ 
House, O’Connell Street, Sydney. 

Membership in the Costs Research Society of Australia is open 
to all who are interested, directly or indirectly, in costing, and the 
subscription of 5/- per annum for employees, and £2/2/- for 
employers (firms and companies), is to cover the expenses of 
printing, stationery, rent of hall, etc. 

Mr. R. J. Heasty, a.c.a.a., of 12-14 O’Connell Street, Sydney, 
is the Hon. Secretary of the Society. 
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